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Annual Statements 


THE TRAVELERS INSURANCE COMPANY 


(Seventieth Annual Statement) 


ASSETS 
United StatesGovernment Bonds$105,788,070.00 
Other Public Bonds . .  83,298,412.00 
Railroad Bonds and Stocks . 70,068,374.00 
Public Utility Bonds and Stocks 67,888,874.00 
Other Bonds and Stocks 46,811,036.00 
First Mortgage Loans 94,167,046.00 
Real Estate ie = | Se tee oe 
Loanson Company’s policies . 123,933,754.60 
Cash on hand and in Banks 15,688 ,063.52 
Interestaccrued . . . 9,998 442.49 
Premiums due and deferred 24,355,244.56 
All Other Assets 569,453.54 


woTan . . .) . s BBN 99645403 








RESERVES AND ALL OTHER LIABILITIES 
Life Insurance Reserves . $579,307,653.78 
Accident and Health Insurance 

Reserves ae 8,741,014.23 
Workmen’s Compensation and 

Liability Insurance Reserves 43,150,501.13 
Reserve for Taxes Ae 2,907 638.53 
Other Reserves and Liabilities 1,700,329.94 
Special Reserves 8,840,330.48 
Capital 
Surplus 


$20,000,000.00 
16,288,985.94 





36,288,985.94 
Towa: . . . . « « 9680590645633 











THE TRAVELERS INDEMNITY COMPANY 


(Twenty-eighth Annual Statement) 


ASSETS 


United States Government Bonds $2,463,667.00 


2,070,578.00 
2,510, 103.00 
1,527,002.00 
8,509,827.00 


Other Public Bonds ; 
Railroad Bonds and Stocks 
Public Utility Bonds and Stocks 
Other Bonds and Stocks 
First Mortgage Loans . . 312,500.00 
Cash on hand and in Banks 1,509,469.63 
Premiums in Course of Collec- 

SN alse ge a! ak 1,682,732.72 
Interest accrued ; 96,005.43 
AllOther Assets . .. . 76.00 
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ReEservES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 
Reserves . ; 
Reserves for Taxes . 
Other Reserves and Liabilities 
Special Reserves 


$7,644,876.26 
332,451.32 
530,290.19 
4,372,568.89 


$3,000,000.00 
4,801,774.12 


Capital 
Surplus . 





7,801,774.12 
ROEM 5 » +» + » peepee 











THE TRAVELERS FIRE INSURANCE COMPANY 


(Tenth Annual Statement) 


ASSETS 

United States Government Bonds $4,690,549.00 
Other PublicBonds . . . 1,062,419.00 
Railroad Bonds and Stocks 2,165,488.00 
Public Utility Bonds and Stocks 4,045,845.00 
Other Bonds and Stocks 1,772,133.00 
First Mortgage Loans . 250,000.00 
Cash on hand and in Banks 1,564,498.60 
Premiums in Course of Collec- 

MN ere gee Or ga og 1,219,957.88 
Interest accrued 129,034.87 
All Other Assets 13,784.75 
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RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 
Reserves . , 
Reserves for Taxes . 
Other Reserves and Liabilities 
Special Reserves 


$10,774,326.13 
296,360.43 
68,397.71 
1,832,722.26 


$2,000,000.00 
1,941,903.57 


Capital 
Surplus 





3,941,903.57 
TOTAA sc -s oc s  ~ SERS 





Stocks and bonds not amortized are carried at values furnished by the National Convention of Insurance Commissioners. 


Additional information about The Travelers Companies, including complete lists of securities, 
is set forth in The Travelers Year Book for 1934. Copies will be supplied upon request. 
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in these books . . . but because here are sidelights 

and perspectives on changing market conditions 
Leovemse Ghere you as an investor hardly can afford to miss. 
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Common Sense on Common Stocks 
by I. Edwin Tanenbaum and Linhart Stearns 


A survey of common stock investment possibilities in 
1934—-constructive and unusually readable. It dis- 
cusses probable developments in each of the major 
groups—rails, raw materials, industrials, etc. Convinc- 
ing, timely. 332 pages, 44 tables 


Gold and Your Money 
by Willard E. Atkins 


Among the many recent books on the revolutionary 
changes in currency, Professor Atkins’ contribution 
stands out for its broad perspective and vivid, human 
presentation. 164 pages, well illustrated $1.75 


Our Economic Society 
by Rexford Guy Tugwell and Howard C. Hill 


A comprehensive explanation of the New Deal, its 
many aims and applications . . . by two of the New 
Dealers themselves. Written simply with hundreds of 
pictures, charts, tables, summaries, etc., an excellent 
background for following developments at Washiug- 
ton. 566 pages, 200 illustrations and charts....$2.50 
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The New Capitalism 
by James D. Mooney 


This prominent industrialist presents the challenging 
opportunities of business in our times. Economic 
laws, such as price equilibrium, and exchange, are 
made easy to understand by 43 pictorial charts in 
color. 221 pages of text, 53 photographs. ...$3.50 


Wall Street 
Edited by James G. Hodgson 


Richard Whitney, President of the New York Stock 
Exchange, Theodore H. Price, Charles A. Conant, 
and other notables here present the pros and cons 
of Wall Street, speculation, short selling margins, 
manipulation, and regulation. 253 pages 


Stock Market Charts 
by John C. Duncan 


The practical value of charting stock prices to fore- 


cast rise or decline is explained with conservative ° 


cautions. Mr. Duncan, an expert of long experi- 
ence, shows you the various ways to make charts and 
use them. A manual for investor and trader.. .$1.00 
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The many advantages 
it offers the small as well 
as the large investor are 
outlined in a_ booklet 
which we will gladly 






send to any one inter- 
ested. 
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Censorship 


The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers 
institutions and investors read the Maga- 
zine to gain information of the offerings 
of responsible firms. 
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ae The Source 


ORPORATE earnings reports for 
9 the year 1933, on the whole, 

make highly favorable compari- 
sons with those of a year earlier, par- 
ticularly when reduced to a per share 
basis. Many of those which are now 
making their appearance show a con- 
siderable income in per share profits or 
a loss considerably less than for 1932. 
However, there are instances where the 
earings per share figure may mislead 
the average investor who glances hastily 
at the earnings report and who fails 
to note carefully the items which are 
totaled to make up the net profit. Has 
anew trend of earnings been estab- 
lished or do recent results include non- 
recurring profits which would stamp 
the improvement as of the flash-in-the- 
pan variety? These are questions 
which may well be applied to any ap- 
preciable variations in the reported in- 
come figures. 

In addition to profits derived from 
its major business operations, a com- 
pany may report a net income of a 
special nature, such as a profit from the 
sale of securities, from the sale of cer- 
tain properties, etc. This “income” is 


usually referred to in the income ac- 
count as “other income” or “non-recur- 
ring profits.” 

Obviously, similar additions to regu- 
lar profits cannot be looked for in the 
future and any hopes of investors 
based upon per-share figures which in- 
clude such additions are doomed to dis- 
appointment. These additions are cor- 
rectly included in the income account 
of a corporation but per-share earnings 
reports based upon the report of a com- 
pany which enjoyed a special income 
are of little value as a guide to the fu- 
ture unless the investor is aware of the 
complete facts with regard to the net 
income. 

To illustrate the point let us assume 
that the XYZ Corp., a company with a 
capitalization of but 500,000 common 
shares outstanding, reports earnings for 
1933 equivalent to $1.50 per share of 
common stock, as compared to but 
$0.40 a share in 1932. At first glance, 
the gain seems phenomenal and highly 
encouraging. However, the consoli- 
dated income account shows that of 
$750,000 net income for 1933, “other 
income” totaled $500,000. Further, in- 








of [Income 


vestigation discloses that this arose from 
the sale of minority interest in another 
company—obviously an item which 
cannot recurr many times in the future 
if it ever does again. Therefore, when 
this is deducted from net income, there 
is left but $250,000 or $0.50 a share as 
the actual earning power from opera- 
tions. A year earlier this corporation 
earned $200,000 or $0.40 per share, 
but all from operations. Putting the 
two years on a basis of fair compari- 
son, the improvement in the real earn- 
ings rate of the company is $0.10 a 
share or 25 per cent. 

On the other side of the picture, 
many corporations report “non-recurr- 
ing losses,” the result of losses taken on 
sale of plants, securities, etc. These 
losses, of course, are of a temporary 
nature. However, there is a tendency 
of corporations to give more promi- 
nence to special losses than to special 
profits. 

The investor who would protect his 
capital will not be completely satis- 
fied with the per-share earnings, but 
will closely examine the source of 
income. é 
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Adjustable 
Stock Ratings 


dependable and indispensable 





guide for successful invest- CEES 
ment in 1934. . . 2... 









This method of rating—original with THe Macazine 
or Watt Srreet—enables you to observe at a glance 
the changing outlook for your investments—the 
industries which are progressing or declining 
—the companies which offer the soundest 
profit possibilities. 


Their complete statistical data is essential 
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of their business, 2—funded debt 

if any, 3—number of shares out- 
standing, 4—par value, 5— 
dividends, 6—dividend rate, 
7—-1932 and 1933 price 
range, 8—recent split- 

ups or stock divi- 

dends. 
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monthly 
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and published monthly, gives you 
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mes. 
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The Trend of Events 


Hea SEES 
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— Section 7 (a) 

— Talking It Over with Japan 
— Impressive Endorsement 

— Abundant But Idle Money 
— Stock Market Reform 


SECTION HE labor crisis which overhung 
7 (a) -. the motor industry has passed 

safely for the time being, but 
the fundamental cause of the trouble has not been 
removed. So long as the observance of Section 7 (a) 
of the National Industrial Recovery Act is enforced, 
the issue will be drawn, not between employers and 
employees but between employers and the American 
Federation of Labor. The latter seem determined 
that only a Federation union shall exist in any plant. 
The policy of the N R A has leaned toward support 
of the Federation. It has seemed to take it for granted 
that an independent plant or “company” union must 
be in violation of the law. Its theory seems to have 
been that no genuine union of employees would be 
undertaken unless under Federation auspices. While 
the verbiage of the Section is such that it virtually 


C. G. Wyckoff 
Publisher 


Laurence Stern 
Associate Editors 


prohibits an employer from even suggesting to his 
men that they form a company rather than a Federa- 
tion union, there is not a word in it to restrain 
external pressure on the men. Organizers of the Fed- 
eration may browbeat and intimidate them without 
hindrance. Although the law elsewhere forbids 
business monopolies in Section 7 (a) it distinctly favors 
a labor monopoly. The strength of the companies in 
the recent dispute rested not so much upon their 
assertions that they have obeyed the spirit of the law 
as in their position that the law is so unfair as written 
that the courts would not sustain it, even on the 
emergency plea. A labor monopoly supported by law 
is fully as much opposed to public policy as a uni- 
versal monopoly of industry, with the difference that 
whereas the latter is not feasible the former is. 


— 


HE United States and Ja- 
pan are going to try to 
insure peace by adopting 

policies which will prevent acute issues from arising. 

Happily, at the moment there is no such issue. The 

conferences can be carried on in a mood of mutual 

conciliation. They will be useless, however, unless we 
are ready to acknowledge accomplished facts, such as 
the one that Japan is in Manchuria to stay. On the 
other hand, we must not forget the saying that the 

United States has never lost a war nor won a confer- 

ence. The talks will be no place for a pacifist. Our 
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representatives should be hard-headed practical men, 
willing to make a mutually-beneficial deal but adamant 
to suggestions that the conference shall underwrite all 
of Japan’s aspirations in the holy name of peace at any 
price. The time is past for us to play fairy godmother 
to the hopeless Chinese, but just because they are hope- 
less we must safeguard our rights and opportunities in 
China. This is a good time to make a lasting deal. 
The Japanese need a free hand to deal with Soviet 
Russia. They need assurances of peace far more than 
we do, and they ought to be open to a fifty-fifty deal. 
Such a deal is possible, but recalling the Japanese habit 
of starting a war before declaring it, we should not 
bind ourselves to sink our navy. Fortunately, perhaps, 
we have already sunk the Philippines, thereby depriv- 
ing Japan of a hostage. 


Pa atl 


HEN the money 
changers, so fre- 
quently berated by 

the President, endorse his monetary and financial 
policies, the world must seem upside down alike to the 

cheap money dervishes of the agricultural regions and 
the orthodox economists. Out of the very heart of 
the geographical center of the suppositious sinister con- 
spiracy of bankers to use the gold standard as a means 
of oppressing the toil-worn producers of America comes 
an authoritative spokesman for cheap money and 
heterodox governmental financing. Comes R. C. Lef- 
fingwell from the sanctum of the House of Morgan and 
publicly tells the Academy of Political Science—taking 
pains to show that he speaks the firm’s views: 

1. Not only was the United States forced off the 
gold standard, but it should have gone off much sooner. 

2. Cheap money was necessary to stop the horrors 
of deflation and, note well, because “the burden of 
debts had become unbearable.” 

3. Devaluation of the dollar was imperative, and 
leaving a margin for further devaluation was wise. 

4. “The technique of buying gold abroad has been 
effective in stimulating prices and business at home.” 

Mr. Leffingwell has rendered an immense service to 

President Roosevelt in putting the seal of approval of 

a great and most conservative banking house upon his 

policies. Modified, by this approval, the President may 

well consider Mr. Leffingwell’s friendly admonition 
that while the monetary and financial policies are cor- 
rectly reflationary, the business control policies are 
blocking them, because those policies are distinctly de- 
flationary in that they increase costs in advance of 
profits, and thus retard recovery and re-employment. 

The time has come for the President to decide 
whether the constructive policy of last March is to be 
longer neutralized by the destructive policy of last July. 


IMPRESSIVE 
ENDORSEMENT 


Pot 


S a result of gold im- 
ports and the Treas- 
ury’s utilization of 
part of the “pfofit” derived from revaluation of the 
dollar excess bank reserves new stand at the highest 


ABUNDANT BUT 
IDLE MONEY 


level ever known. Month by month bank deposits are 
piling up. Interest rates are low. In short, the 
foundation for a vast credit expansion is prepared and 
waiting—but waiting for what? The credit reservoir 
is not being tapped. The flow of capital into long- 
term investment remains the merest trickle. Popularity 
continues to center in Government bonds which—save 
for gold itself—are the ultimate in safety and liquidity. 
There must be reasons why abundant money remains 
idle, why it is afraid to seek normally profitable in- 
vestment. But since various reasons are operative simul- 
taneously, it is difficult to rank them in significance. 
The lock which the Federal Securities Act puts on 
capital flotations is one obstacle. The continuing in- 
stability of our monetary system is another, for we 
have only de facto stabilization and the ultimate gold 
value of the dollar remains uncertain. Again, capitalis- 
tic confidence does not thrive in a setting of economic 
and social revolution, even though it be peaceful and 
orderly—and it is such a revolution that the New 
Deal itself proclaims us to be undergoing. Responsible 
borrowers are virtually as timid as lenders. There is 
faith in recovery, but not equal faith in the probable 
resultant profits. Finally, there is an intangible, psy- 
chological obstacle, upon which it is difficult to put 
one’s finger. Perhaps there is a clue in the Administra- 
tion’s own frequent reminder that its policies are ex- 
perimental. Experiment is a thing of shifting im- 
provisation, providing inadequate basis for calculating 
what next week or next month will bring. It is not 
surprising that capital seeks chiefly to protect itself, 
foregoing gain and risk. 


=~ 
ar long denied has 


a way of going to ex- 
cess, often producing 
results more distasteful than the abuses aimed at. It 
appears to be so with the proposed Federal regulation 
of security exchanges. The original Fletcher-Rayburn 
bill, if adopted, would have killed speculation—not 
cured it. And as applied to bank loans on security 
collateral it would have had widely deflationary re- 
sults. Together with the rigid Federal Securities Act, 
it would have effectively blocked economic recovery. 
Fortunately, second thought is being taken in Washing- 
ton. A move is under way to modify the onerous 
Securities Act. The legislation providing market con- 
trol has already been rewritten. As this is written, 
some of the more objectionable of the original restric- 
tions have been eliminated, including those which 
would have forced banking liquidation. Margin re- 
quirements for speculative accounts have been eased 
slightly and will not apply to existing accounts for five 
years, thus removing the threat of heavy liquidation. 
Yet the restrictions on new accounts are severe and the 
legislation in present draft is certainly not lacking in 
teeth. It is encouraging that further hearings are being 
held and that the matter will not be hurried through 
Congress. Further modification appears likely. The 
problem is complex and of vital importance. It is well 
that it is receiving more careful and more extended 
consideration than was originally contemplated. 
Monday, March 26, 1934. 
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As I Seelt ~ 


Into the Hands of the Philistines 


T is the greater misfortune to be subject to the ideas of 

brilliant intellects without common sense, than to be 

guided by simple minds of ordinary intelligence, as 
we are currently finding out. 

Thus, logic and reason are being shelved while unsound 
theories are tested. Because the shocking abuse of power 
found in high places has been so extensively dramatized, 
the crimes, large and petty, in official life and among the 
lesser political underlings have taken second place in the 
public mind. 

We are at a critical point at the moment. The weight 
of the scales may throw the control of our industry and 
our labor into the laps of politicians and a political bureau- 
cracy;—and it behooves all sound-thinking men to put up 
a fight to prevent this very thing from happening. Cer- 
tainly, it is the last thing we would want to take place 
in this country. 

The experiences that we have had with governing bodies 
and politicians make it very clear that not the common good, 
but political expediency is likely to be the guide of those 
in control. That is the reason political management has 
always meant deficits and higher taxation. When John 
Wanamaker finished his term as Postmaster General he was 
credited with saying he would take over the postal system 
of the United States and carry letters for a cent if he could 
keep the profit he made. He meant, of course, that if the 
postal system could be freed of the bureaucracy which 
infested it, and run as a private business enterprise would 
be run—that is, with the economy which is essential to 
survival in commercial or industrial life,—that the deficits 
which recur year after year could be wiped out. 

So long as govern- 
ment activity is domi- 
nated by political 
considerations, effi 
cient operation is a 
remote possibility. 
For that reason we 
have come to recog: 
nize that democracies 
everywhere are neces- 
sarily inefficient. They 
do not endure, how- 
ever, for their efh- 
ciency, but for the in- 
dividual independence 
which is possible un- 
der them. For this, 
people will wink at 
petty politics, self in- 
terest, extravagance 
and even corruption 
a unpleasant charac- 
teristics of party gov- 
ernment, be it local, 
state or national. But 
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The House of Representatives in Session. 


By Charles Benedict 


when government creeps further and further into 
business, when its dominant hand is seen “cracking down” 
on all sides, then arises a natural query: If the major part 
of government cannot be efficiently run by politicians; if 
every private function which the government assumes from 
a Federal postal system to a municipal power plant is run 
at a loss, is it not expecting too much to envisage a proper 
government regulation of business generally? In other 
words, if politicians have made an economic mess of run- 
ning government efficiently, they cannot run business any- 
where but into the ground. 

The relatively brief term of office itself makes for im- 
permanence of policy and for partisan decision. An office- 
holder is scarcely acquainted with his duties before he is 
forced to consider plans for his re-election, and to order 
his conduct accordingly. No better example of this can 
be found than the bonus vote in the House of Representa- 
tives early in March. It must be remembered that nearly 
the whole membership of this lower branch of Congress is 
up for re-election next fall. Under such circumstances the 
veterans’ votes are too numerous to be alienated. Many 
Congressmen were in a dilemma: To court political ex- 
tinction, or to foist fiat money inflation on the nation. Not 
a pretty choice. But was there not a Presidential promise 
of veto? There was the solution! Behind that large vote 
iu favor of the bonus there was little conviction, judgment 
or sentiment; but there was an abundance of political 
expediency. 

The latter, unfortunately, is a quality that pervades all 
government. It crops up in dealing with the labor prob- 
lems which naturally represents huge voting power. It 
raises its head when 
labor is encouraged, 
if not exhorted, 
to bring excessive de- 
mands for still shorter 
hours and still higher 
wages on struggling 
industry. Political ex- 
pediency is a large 
factor in farm relief. 
The farmers are nu- 
merous but impover- 
ished,—the industrial 
leaders are relatively 
few in number and 
wealthy. Hence we 
find the industrial 
states of New York, 
Pennsylvania and Illi- 
nois contributing close 
to $600,000,000 in 
taxes last year, a good 
portion of which is 

(Please turn to . 
page 638) 
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Improving Business Should Provide Fresh Market Stimulus 
On Abatement of Strike Threat 


q Uncertainties of Federal Securities Legislation Still Unclarified 


Can Market Surmount Current 
Obstacles? 


By A. T. MILcer 


S this article is written President Roosevelt has suc- 
ceeded in negotiating a compromise settlement of 
the dispute which for a fortnight had had the auto- 

mobile industry and the American Federation of Labor at 
odds and the stock market on edge. The threat of a strike 
in this great industry has been eliminated. The initial 
response of the stock market, following the building up of 
a much strengthened technical position during appproxi- 
mately seven weeks of intermediate decline, is a sharp rally. 
It is not to be expected that the enthusiasm of this sud- 
den and spontaneous reversal in speculative sentiment can 
be long maintained or that the resultant rally will mark the 
start of a runaway advance. On the other hand, con- 
sidering the scope of the corrective reaction preceding this 
rally, the continued expansion of business activity and 
somewhat more favorable news emanating from Washing- 
ton, the setting appears to justify something more than a 
temporary upward flurry in stock prices. Subject to the 
usual technical reactions and barring further unsettling 
developments at Washington, there would seem to. be no 
good reason why the market should not treat itself in com- 
ing weeks to a spring advance of worth while proportions. 
Logically, this should represent at least an effort to renew 
the major recovery, thus involving before long another try 
at the double top outlined by the price level of last July 
and of the first week in February. Any other course could 
only be regarded as exceedingly disappointing and, for that 
matter, suspiciously suggestive of something fundamentally 
wrong under the surface of our present economic picture. 


The Real Issue 


As to the longer implications of President Roosevelt's 
solution of the motor industry's labor difficulties, there is 
risk in snap judgment. The issue was not an ordinary one 
of hours and wages. It represented a much more funda- 
mental clash of opposing forces which were set in motion 
by the Recovery Act itself and by N R A’s administration 
and interpretation of that act. The Government's position 
as referee was complicated by the fact that in this game it 
made the rules. To an outsider it would seem that, for 
months prior to the development of serious labor unrest, 
the Government gave the breaks to the labor team in the 
interpretation of those rules. 

Having been encouraged by the Recovery Act and the 
cheers of NRA administrators, it is easy to understand 
why the American Federation of Labor demanded that the 
Government act as its partner in forcing the Federation's 
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own brand of unionism upon the motor industry. To un- 
derstand the problem, it is pertinent to observe that the 
Federation has had its greatest success in the field of craft 
unionism, notably in the building and printing trades. The 
experience and talents of its leaders lie solely in craft union- 
ism and the elaborate jurisdictional rules thereof. It has 
never before gained any hold in the major integrated indus 
tries, such as automobiles and steel. It believes that the 
door to these industries was opened to it by the collective 
bargaining provisions of the Recovery Act. 

In the agreement now reached—the exact terms of which 
are too lengthy for the purposes of this article—the rights 
and obligations of both motor employers and employees are 
set forth, An NRA board, responsible to the President, 
is to be immediately set up to pass on all questions of em- 
ployee representation, discharge and discrimination. It is 
to have access to all payrolls and to all lists of claimed em- 
ployee representation. It will consist of one labor represen- 
tative, one representative of the industry and one neutral 
representative, presumably agreeable to both sides. The 
decisions of this board are to be binding on both employers 
and employees. 


Who Won the Battle? 


It is to be doubted that this is a complete victory for 
either side of the dispute. Through its acknowledged 
spokesmen, both labor and the motor industry have ex’ 
pressed gratification and praise of Mr. Roosevelt. On the 
whole, the rejoicing of labor seems to be somewhat more 
enthusiastic than that of the employers. Certainly the 
Labor Federation has not abandoned hope of ultimately 
representing the bulk of automobile labor. Certainly it 
has not abandoned the longer ambition of extending its field 
to the steel industry and other formerly closed-shop indus 
tries. 

Without doubt, success for the Federation's drive would 
introduce a new factor into the already none too easy cal’ 
culation of profit prospects in industry. This, however, by 
virtue of the agreement or truce—whichever it turns out to 
be—between the Federation and the motor industry, has 


become of longer-range significance. The immediate crisis j 


has ended. 

On the whole, moreover, in considering the “labor prob 
lem” in relation to the course of security prices, it is im 
possible to escape the conclusion that it is a subsidiary, 
rather than a major, influence. In the longer range trend 
of the stock market, controlling forces are economic fe’ 
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covery and unmistakably inflationary governmental policies. 

Against the threat of a strike in the motor industry, it 
can only be said that the stock market during the fortnight 
preceding the present rally showed encouragin fortitude. 
Liquidation was light and speculative activity below nor- 
mal volume. Among the majority of the better grace issues 
the maximum reaction from the highs of early February 
amounted to 10 or 15 per cent, establishing such stocks in 
a price range which this publication previously suggested 
would afford opportunities for discriminating scale-down 
accumulation. In the present setting purchases of selected 
socks are recommended during periods of moderate tech- 
nical reaction. In relation to the season, the current level 
of prices and the technical position, the spring advance 
abortively and prematurely attempted in January would 
now seem to have adequate foundation. 

The obstacles which our well-meaning Washington re- 
formers so persistently throw in the path of business are 
imposing, but more imposing is the fact that throughout 
the recent period of speculative discouragement, business 
recovery has proceeded with little or no interruption. Auto- 
mobile output for the latest week has reached a new high 
for the year. Its seasonally adjusted index is, with the 
exception of a brief period last July, at the highest level 
since 1930. 


Business News Favorable 


Railroad car loadings for the latest week were around 
625,000 cars, a new high for the year. This is approxi- 
mately 40 per cent above the figure for the corresponding 
week of 1933. Although this comparison means little, since 
business activity was at an abnormally low level a year 
ago, there is genuine encouragement in the fact that the 
latest loadings are at a new high of recovery in relation 
to estimated normal, being nearly 75 per cent of the aver- 
age for the same 
week over the past 
fifteen years. 

The latest figures 
on electric power 
output show a gain 
of 20 per cent over 
last year and the ad- 
justed index is at ap- 
proximately 95 per 
cent of the 1929- 
1930 average. In 
the central indus- 
trial area the gain 
over a year ago was 
30 per cent. The 
improvement, unlike 
that of February, 
can not be attrib- 
uted to abnormally 
cold weather. 
Despite the labor 
crisis in the automo- 
bile industry, steel 
vperations have held 
around the best 
level of the year at 
484 per cent of ca- 
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in fresh demand from the motor ingustry has been offset 
by enlarged orders from the railroads and miscellaneous 
sources. Fabricated structural steel awards for the latest 
week were the second largest of the year. 

The steel industry’s present doubts center chiefly in the 
labor question confronting the motor industry and bitu- 
minous coal. The present wage agreement with bituminous 
miners, providing a 40-hour week, expires April 1. De- 
mands have been made for a 35-hour week and 10 per cent 
wage increase. Coal shipments have shown a gain, suggest- 
ing the building up of stocks against the possibility of inter- 
rupted shipments. Higher fuel costs would further compli- 
cate the position of the steel industry, for it is not yet at 
a profit-making level of activity. 


orders have held up well. At the nfs time the recession 


Washington More Constructive 


As for months past, the stock market continues to keep 
one eye on business and the other on Washington. Aside 
from labor unrest, the recent Washington developments of 
particular stock market significance would appear to be 
subject to constructive interpretation, even if only moder- 
ately so. The Fletcher-Rayburn bill for Federal regulation 
of security exchanges has been rewritten. In its present 
form, it is much less of a deflationary threat than it was 
as originally drawn. 

The provisions applying to bank collateral loans have 
been changed, eliminating the threat of forced liquidation 
from this source. Margin requirements have been relaxed 
moderately. What is of more significance in relation to the 
stock market, it is the present intention to postpone for 
five years the application of higher margin requirements to 
existing accounts. This does away with the fear of liquida- 
tion from accounts now existing. It is also the present 
intention not to impose higher margins on new accounts 
until next autumn. 
There is ample time, 
meanwhile, for the 
public to speculate 
much as it pleases, 
subject to the pres- 
ent rules and regula- 
tions of the stock 
exchanges. 

Moreover, the 
control legislation is 
still without the 
avowed backing of 
the Administration, 
is still in the hands 
of the _ respective 
committees of the 
Senate and House 
and is still under- 
going consideration. 
Opponents are be- 
ing heard. Further 
modification by t he 
committees or by 
the Senate and 
House appear prob- 
able. 

At the same time 
Senator Thomas has 
introduced _ legisla- 
tion which would 
substantially modify 
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Outlook for Business 


Profits 


Can the Forces of Recovery Surmount 


the Hurdles Erected by Government? 


By Laurence STERN 








of industry to re-employ 
more people at purchas- 

ing wages and to do it now!” 

Such is President Roosevelt's 
demand, addressed—at the re- Se. 
cent conference of N R A code of 
authorities—to 3,500 executives 7 
of 600 industries representing, 19 
in terms of employment, 90 per 
cent of American industry. 

The President touched lightly 
upon the matter of profits. He 
said that “no one is opposed to 
sensible and reasonable profits” 
—but he emphasized that while 
great unemployment continues 
humanity must be put ahead of 
profits. He reiterated that the 
purpose of the Recovery Act is 
to increase the “buying power 
of wage earners and farmers so 
that industry, labor and the 
public might benefit through 
building up the market for farm 
and factory goods.” He warned 
business that to build up the na- 
tional purchasing power it must 
sell its products for the lowest 
prices “on which higher wages 
and increasing employment can 
be maintained.” 

Such is the essence of the 
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Percentage of Profit Earned on Net 
Worth by 810 Corporations for the 
Years 1932 and 1933 
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initial point is basically falla- 
cious. Thinking the theory 
through to its logical conclusion: 
if purchasing power is increased 
by a 10 per cent reduction in 
hours and a 10 per cent rise in 
wages, why not swell purchas- 
ing power still more by estab- 
lishing a 10-hour week and 
quadrupling wages? 

But this, says the Brain Trust, 
would be absurd. Costs and 
prices would soar and consumers 
could not buy. Un-employ- 
ment would increase. Obvi- 
ously, this would not increase 
national purchasing power, for 
wage workers are only one part 
of the mass market and a minor- 
ity part, at that. 

The example is extreme, but 
if the economic principle in the 
extreme is wrong, is it not also 
wrong in its attempted applica 
tion to the present business pic: 
ture? Again, there is evidence 
suggesting such a_ conclusion. 
Consider the following sobering 
statistics: | Department _ store 
sales in February were 16 per 
cent above the level of February, 
1933. But prices were 25 per 
cent higher, which means that 
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NRA theory. The way to 
build up purchasing power and 
create a mass market is to shorten hours of labor and in- 
crease wages. Costs, of course, go up and prices follow. 
But business is urged not to be greedy. Prices should go 
up only a little. Initially, profits must be deferred. They 
are to be re-established after the mass market and enlarged 
volume of sales have been created. 


Theory Versus Practice 


Unfortunately, economic theories are easier to expound 
than to place in practical application. To date the circum- 
stantial evidence strongly suggests that, regardless of bene- 
fits to certain individual industries and companies, NR A 
has been a brake upon recovery rather than its accelerator. 
Last year’s sequence of business advance and retreat, in re- 
lation to the timing of N R A, points to such a conclusion. 
One can only suspect that as a recovery policy the forced 
shortening of hours and raising of wages teyond a moderate 
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the physical volume of goods 
sold was 9 per cent below that 
of February a year ago. Everyone will remember February 
of 1933. Unemployment was virtually at its peak. The 
banking panic was sweeping over the country. Busines 
was paralyzed—but the country’s department stores in 
that month sold 9 per cent more goods than they did under 
the apparently better conditions of February, 1934. 


NRA Contradictions 


In the theory and administration of N R A there is good 
and evil. The evil now tends to outrun the good. The con 
tradictions multiply. In the Recovery Act itself lies the 
origin of the labor unrest now sweeping the country and 
threatening business profits. How can brsiness determine 
its rights and obligations when one Federal agency—N RA 
—approves the steel industry’s code and another—the Fed: 
eral Trade Commission—denounces it as monopolistic’ 
How can the maladjustment between farm and manufac’ 
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tured prices be corrected when rising costs and prices under 
NRA nullify the farmer's gain? Finally, is it probable 
that the immensely complicated regulation implied in NR A 
can be enforced in hundreds of thousands of plants and 
commercial establishments any more effectively than Pro- 
hibition was enforced? 

This article is concerned with the outlook for business 
profits in the present situation. Profits are the life blood of 
the capitalistic system. Modify it and regiment it as you 
will, that system can not function and maintain the nor- 
mal standard of American living if profits threaten to fall 
short of adequate return on capital invested. 

President Roosevelt has stated that “the bulk of the mar- 
ket for American industry is among the 90 per cent of our 
people who live on wages and salaries and only 10 per cent 
of that market is among people who live on profits alone.” 

This generalization misses the essential point. The signi- 
fcant fact is that the level of profits attained or attainable 
in business constitutes the chief influence upon business 
planning and initiative. When there is reasonable prospect 
of adequate profit, capital flows into long-term investment, 
and there is a tendency among business men to expand oper- 
ations, to invest in new facilities and to improve and mod- 
emize equipment. It is precisely upon such capitalistic 
initiative, founded upon confidence, that recovery chiefly 
depends. 

In the face of expanding business activity, business and 
the stock market in recent weeks have wondered increas- 
ingly whether profits will be proportionate to the year’s 
probable economic revival. There is scant assurance in the 
President’s generalization that “no one is opposed to sensible 
and reasonable profits.” What are “sensible and reasonable” 
profits? There is no point in quibbling over hypothetical 
percentages. The problem for many concerns is to make 
any profit at all, if regimented re-employment and higher 
wages come first on 
the program. 

Only imperfect 
guidance can be had 
from examination of 
industry's profit 
record last year. 
This year’s condi- 
tions differ in vari- 
ous respects. Never- 
theless, the 1933 re- 
sults do provide 
some interesting 
hints as to the prob- 
able 1934 profit 
trends. Let us have 
a brief look at a sta- 
tistical dissection of 
1933 earnings by 
industries. 

The accompany- 
ing tabulation of the 
annual reports of 
810 corporations 
teveals that l:st year 
they earned an ag- 
gregate net profit of 
approximately 
$441,000,000 as 
compared with an aggregate net deficit of $46,000,000 in 
1932. Figured on book value of outstanding preferred 
stock and common stocks and surplus jaccount, these com- 
Panies have a net worth of $14,000,000,000. The profit 
ig of 1933, therefore, was 3.1 per cent on the invest- 
ent. 
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As compared with no return at all in 1932, this is a 
favorable showing. On the other hand, a profit of 3.1 per 
cent in the aggregate obviously represents a rather slim mar- 
gin. No great change in cost factors—in which wages, 
prices and sales volume are. directly involved—would be 
required to wipe it out. 

Among individual industries and trades, of course, signifi- 
cant variations are shown. The automobile industry, now 
figuring prominently in the news, experienced the most pro- 
nounced profit recovery of any major group. Nine com- 
panies earned $90,127,000, against a deficit in 1932, and 
this was 8.8 per cent on their net worth. Textiles also 
showed a marked recovery. 


The Depressed Group 


On the other hand, no profit at all was earned by such 
important groups as the steel industry, building materials, 
agricultural implements, automobile accessories, the elec- 
trical equipment industry, machinery and tools, amusements 
and railway equipments. In these groups 204 companies 
had a net aggregate deficit of $105,839,000, as compared 
with a deficit of $206,397,000 in 1932. 

The record suggests several conclusions as to this year’s 
profit prospects. As a generality, most of the industries 
so situated as to earn “sensible and reasonable” profits last 
year, remain in 1934 in a relatively favorable position. 
Those which earned nothing, but merely cut 1932 deficits 
in half, remain in a relatively unfavorable situation. Of 
course, it may be said that under normal business recovery 
the latter industries now have farthest to go in revival. 
But in the early future they will have no cause to quibble 
as to what constitutes “reasonable” profits. Taken in the 
aggregate, their problem is to eliminate a deficit. 

Now what does the record indicate as to industry's 
ability to absorb 
higher wage costs? 
The fact is that, 
with a few notable 
exceptions, the 
industries which 
earned even modest 
profits last year 
were consumption 
goods industries and 
were never seriously 
depressed, even in 
1932. The outstand- 
ing exceptions are 
the automobile in- 
dustry and the tex- 
tile industry. Chem- 
icals also are in a 
special class. This 
industry in depres- 
sion was not a seri- 
ous sore-spot of un- 
employment, for its 
business was rela- 
tively well main- 
tained and, in addi- 
tion, its labor is a 
relatively small cost 
factor. The other 
groups which earned any profit last year represent, in the 
main, consumption goods—the producers and distributors 
of goods which go into immediate consumption, as dis- 
tinguished from durable goods. 

There are some 10,000,000 persons out of work today. 
What classes of workers are they? Obviously, no large 


595 





nar tien HARNESSES 


percentage lost their jobs in bakeries, confectionery and 
beverage plants, drug concerns, food products, chain stores, 
meat packing, shoes, tobacco. 

On the contrary, the bulk of this unemployment origi- 
nated in the building industry, the agricultural implement 
industry, the steel industry, the electrical equipment indus- 
try, the railway equipment industry, the machine and tool 
industry and the various service industries dependent in 
greater of lesser degree upon the prosperity of the capital 
goods industries thus enumerated. 


The Real Problem 


Here we have the same old problem against which the 
Washington recovery planners again and again stub their 
toes. The core of the depression centered in and still 
centers in the durable goods industries. The chief unem- 
ployment centers among those who formerly worked for 
such industries. In pointing this out, one can only submit 
to being called a destructive, rather than a constructive, 
critic. Critics under the New Deal are supposed to be 
heard only if they can offer constructive alternatives. That 
is not easy, so far as the problem of continued depression in 
the capital goods industries is concerned. There are pos- 
sible remedies which in time would help, but it is not the 
purpose of this article to discuss them. Moreover, destruc- 
tive criticism is not without usefulness. It is for the doctors 
to begin where the diagnostician leaves off. 

Accordingly, let us pose this question: Is it reasonable 
to expect that the particular industries, which discharged 
10,000,000 workers because of depression in their business, 
can reeemploy them while in their own lines depression 
continues? What—to use a question asked before—will 
they use for money? 

Again, is it reasonable to expect that more than a rela- 
tively small proportion of these unemployed durable goods 
workers can be absorbed by the consumption goods indus- 
tries? In the aggre- 
gate the consump- 
tion goods industries 
today are employing 
probably 80 to 95 
per cent as many 
workers as they em- 
ployed in 1929. In 
these __ industries 
there is neither 
work nor revenues 
capable of absorbing 
more than a minor 
proportion of these 
now unemployed. 

If in consumption 
goods industries and 
other industries now 
on a profitable basis 
—such as chemicals 
and automobiles — 
labor costs are arbi- 
trarily increased by 
N R A, it logically 
follows that the 
existing profits of 
business will be 
levelled down for the support of those thrown out of work 
by a different group of less prosperous industries. : 

Conceding that the spreading of available work last year 
and the raising of wages under N R A was necessary and 
desirable, it does not follow that further regimentation 
along this line is sound. It would carry with it the danger 
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of levelling down the living standard, rather than of level. 
ling it up. As against the crippling of prosperous busi- 
ness under increasing Government regulation, the sounder 
course would appear to be to encourage business to make 
all possible profits and to support the unemployed on 
frank subsistence dole, provided out of taxation. Pending 
the ultimate revival of the durable goods industries—whoge 
continuing depression is due at least in some part to present 
governmental policies—what other complete solution of the 
unemployment problem is available? 


What Typical Examples Show 


For clear understanding of just what confronts us, let 
us narrow the focus and consider the position of two promi- 
nent corporations in the field of capital goods. Dollar sales 
of United States Steel in 1932 were 76 per cent under the 
1929 level and in 1933 were 66 per cent under 1929. On 
an index comparison, with 1929 = 100, its production of 
steel ingots in 1932 was 22 and in 1933 increased to only 
37. Sales of the Westinghouse Electric & Manufacturing 
Co. in 1932 were 64 per cent under 1929 and were still 
lower in 1933. With due allowance for the change in price 
level, its business was cut by fully one-half in physical 
volume. 

Compare this record with the results for several typical 
corporations in the field of consumption goods. Shoe sales 
of Endicott-Johnson in dollar volume in 1932 were 36 per 
cent under the level of 1929 and in 1933 were down by 
only 27 per cent. With allowance for lower prices, its 
volume in 1932 was nearly 75 per cent of that of 1929. 
Sears, Roebuck sales in 1929 were $403,000,000 and in 
1932 were $271,000,000. The decline was less than 33 

“per cent. With allowance for lower prices, physical vol- 
ume of merchandise moved could hardly have been off by 
more than 10 to 15 per cent. With allowance for changed 
price level, J. C. Penney sales of $178,700,000 last year 
were fully equal in 
physical volume of 
goods to 1929's 
sales of $209,000, 
000. Kroger Grocery 
sales tonnage at the 
bottom of the de- 
pression in 1932 was 
substantially above 
the 1929 level and 
the same was true 
of R. H. Macy & 

‘Co. Kroger Grocery 
in the prosperous 
years employed 
around 20,000 full- 
time workers. The 
number was fe 
duced to 18,367 in 
1932. At the close 
of 1933 it was 
20,870. 

An iron puddler 
is not trained to 
make shoes: His 
absorption in a shoe 
factory—even if 

lives in a town where there is one and if he prefers mak 

ing shoes to iron—will lower the efficiency of the shoe 

factory or cost the company money to train him. Workers 

trained to make locomotives, cement, to erect stru 

steel, to lay bricks, to make electric motors and power pumps 
(Please turn to page 634) 
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Ten-Year Record of Significant Indexes 
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Nationalism or Foreign Trade? 


Part II — Industries Benefited — Indus- 
tries Injured—By the New Tariff Policy 


By THroporeE M. KNAPPEN 








HEN the Presi- 

dent begins to 

bargain with 
foreign nations for the 
purpose of fostering a 
larger absorption of our 
agricultural surpluses in 
return for concessions in 
our home market, he has 
a job to do. In its ulti- 
mate arithmetical terms, 
this task is to manage the 
annual importation of a 
half a_ billion dollars 
worth more of foreign 
goods than we ever have 
imported before. A con- 
dition of the solution of 
the problem is to find a 
way to absorb these goods 
without seriously injuring 
any important American 
industry. A hard condi- 
tion, indeed, for since the 
imports must be very 
largely manufactured 
goods the foreign manu- 
facturer must be given a 
dollar more of our trade 


Injured 


Steel 

Machinery 
Chemicals 
Aluminum 

Cutlery 

Tableware 
Textiles in general 
Hosiery 

Cosmetics 
Personal Luxuries 
Alcoholic Beverages 
Wood Industries 
Novelties 


Plants near coast 
(relative) 


How Some Industries May Fare in Tariff 
Trading 


and then he will have a 
chance to turn a trick by 
threatening to increase 
some duties by as much as 
50 per cent unless con- 
cessions for our products 
are forthcoming. But in 
general his problem is how 
to transfer a half a billion 
of domestic trade from 
home manufacturers to 
their foreign competitors 
with as little pain and 
damage as possible. 

As an immediate ob- 
jective the half billion 
mark is a dream, and 
whether anything of posi 
tive importance can be 
accomplished in the near- 
by future is dubious. Some 
of the coolest authorities 
on international trade in 
Washington think that 
about all that can be ac- 
complished soon is to 
check the ever-growing re- 
striction of our export 
trade. Many think that 
the world is inescapably in 


Benefited 
Agriculture 
Flour 
Packing 
Dairy 
Food Processing 
Shipping 
Railways 
Communications 
Exporting and Importing 
Banking 
Automobiles 
Farm Implements 
American Specialties 


Plants in the interior 
(relative) 





for every three dollars’ 





worth he had in 1929, or 
another dollar’s worth for 
every two dollars’ worth he might have enjoyed in 1933. 


To Save Agriculture 


The half billion figure is named because Secretary Wal- 
lace says we must have such an expanded foreign outlet 
for our agricultural products in order to make the readjust- 
ment of agricultural production to consumption manage- 
able without a veritable revolution in American agricul- 
tural processes and habits involving a painful redistribu- 
tion of population, vexatious regimentation of the farm 
people and, probably, a lowered standard of living. Even 
with so great an increase, very painful readjustments, he 
thinks, will still be necessary. To escape such trials and 
tribulations, he says, we need increased exports of a billion 
dollars a year. 

While in general the President must trade reduced duties 
(up to 50 per cent) on manufactured goods for reductions 
of duties on our, agricultural exports, he will have some 
opportunities to dicker incidentally or as part of the trading 
game for broader markets for manufactured products. Now 
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for a long era of national 
self-containment, and that 
the sooner we fall into the fashion and go it alone the 
better it will be for us in the long run. 

When he sharpens his pencil and begins to figure out 
his propositions, the first thing the President will consider 
is the group of nations which now buy from us more than 
we buy from them. In general, these nations happen to 
include the ones which are or were until recently the 
principal markets for our agricultural exports. Notable 
among them are Argentina, Belgium, France, Germany, 
Canada, the United Kingdom, Netherlands, Russia and 
China. 

In the case of Argentina about the only sort of trade he 
could make would be one which would involve the sacriv 
fice of some American agricultural interest, such as corn, 
beef, flaxseed or grapes; so nothing will happen in that field 

To Belgium he will have to give concessions on plate 
glass, cement, cotton fabrics, hot-rolled iron, structural 
shapes, coal tar distillates and chemicals. 

France will insist on substantial concessions on aluminum 
and derivatives, on wines and liquors,cosmetics, perfumes, 
fine textiles, of silk, wool and cotton, clothing . (especially 
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underwear) olive oil, paper and cardboard, china and 
earthenware, glassware, millinery and wooden furniture, 
and certain iron and steel products, notably pipe. 

The United Kingdom will demand a better market for 
heavy iron and steel products, woolen and worsted goods, 
cotton and linen fabrics, shoes, leather and leather goods, 
porcelain, hosiery, pottery, rifles, shotguns, etc. 

The Netherlands’ demands will not be annoying, but will 
be in a wide field of manufactures. 

Germany will drive a hard bargain. She cannot give us 
any concessions that will not conflict with her self-contain- 
ment policy, but at a price she would lower her barriers 
somewhat against hog products and wheat and flour. In 
return she will demand leniency from us for her dyes and 
heavy chemicals and various iron and steel products, novel- 
ties, toys, alcoholic beverages, machinery, cotton, wool, silk 
and rayon products, leather goods and many minor manu- 
factured goods. 

All of these countries which import from the United 
States more than they export to it, feel that they have 
a real grievance, 
and concessions 
will be necessary 
to them, if for no 
other purpose 
than to check 
their studied 
planning of tariff 
reprisals, 

Britain, for 
example, former- 
ly imported four 
times as much 
from the United 
States as she ex- 
ported to it. At 
present the 
United Kingdom 
is so tied up with 
the Ottawa in- 
tra-Empire agree- 
ments and re- 
ciprocal treaties 
with non-Empire 
countries that 
little can be expected in the way 
of concessions from her. But we 
will probably have to give her a 
bonus to keep her from further cur- 
tailing imports from us. It’s a far 
cry to the old days when the U..S. 
raised its tariff heavenward and 
ignored the complaining nations. 

While the nations that buy from 
us more than they sell must be 
propitiated the group which sells 
us more than it buys will be sub- 
ject to some pressure. The trouble 
in dealing vigorously with these 
Nations is that if we get more of 
their trade it will likely be at the expense of some good 
customer with whom we already have a favorable balance. 
India, for example, can’t buy much more from us without 
cutting into her patronage of Britain. Japan might be 
induced to buy more of our raw cotton under a threat of 
imposing a duty on her raw silk now on our free list. 
She is already making such inroads on our sales of mis- 
cellaneous petty manufactured goods all over the world, 
as well as here at home, that there isn’t a chance of any 
concessions to her. Indeed, American rayon makers are 
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Sugar Beets in the United States; Sugar Cane in Cuba 


already clamoring for a duty on Japan's raw silk, her chief 
means of payment for our raw cotton and other imports. 

Brazil has a habit of buying from Europe and selling to 
us. We take half of her great staple, coffee, and without 
our trade she would perish. But the triangular results of 
Brazil's foreign buying may be as beneficial to us in the 
end as direct buying. We dare crowd her only if the 
nations on the other corners of the triangles are not directly 
manageable. In any event, Brazil does not figure as a 
source of competition in the domestic market, even if she 
may not be much of an absorber of exports in the near future. 
One thing to remember always about these countries 
which buy little from us and sell much is that one of these 
days they may be used as foreign markets to make up for 
some of our losses at home resulting from tariff trades. 
For instance, if we have to let in British steel we may even 
up the total by selling more flour to Brazil. 

Cuba is another example of a country which sells us 
more than she buys from us, although the island republic 
does buy about ten times as much from us as from any 
other country. About the only way Cuba can buy 
more from us is for us to buy more from her. Cuba 
is a one-crop sugar country and we have shaped our 
tariff to encourage the development of a domestic 
sugar growing industry, even though we do give her 
a preference over other foreign countries. A reduc- 
tion of the tariff on raw sugar might not cause an 
increase of imports from Cuba but it would tend to 
give the Cuban grower a better price. At the same 
time it would be beneficial to our extensive sugar 
refining industry, if the differential between tariff 
rates on raw and refined sugar were made great 
enough to be practically effective. At present, domestic 
refining is dwindling and the Cuban sugar planter goes 
from bad to worse. However, this is a matter that may 
be handled by the A A A quotas as well as by tariff 
manipulation. But it is certain that with the reduction 
of the value of 
Cuba’s exports in 
recent years the 
market in the 
island for Ameri- 
can agricultural 
and manufac- 
tured products 
has been enor- 
mously reduced. 
Had we not en- 
couraged the beet 
sugar industry on 
the mainland and 
cane in Puerto 
Rico, Hawaii and 
the Philippines 
the economic 
status of Cuba 
would not be 
so deplorable. 
The sugar item 
indicates that in 
order to get a maximum market abroad for our distressed 
surplus products of the soil we may have to jettison some 
agricultural industries as well as manufacturing. Sugar 
illustrates the universal international trade problem of 
these times, which has largely arisen from the desire 
of every nation to produce everything. It is said that for the 
sake of a 60-million-dollar home industry the American 
people pay a total sugar bill larger by 200 millions. 

Of course, the principal trading nations specifically meri 
tioned are a long way from making up the total of the 


599 


world’s trade. (A hundred nations and colonies and a 
thousand ports build up a colossal trade by a muckle of 
mickles.) But they indicate what the big lines of sacrifice 
for American industries will be. 

The nature of the sacrificial industries can be gleaned 
further by studying the list of goods which are more or 
less non-competitive with our products and with respect 
to which foreign countries possess advantages. There are 
many hundreds of articles in this list, as recently compiled 
by the Tariff Commission. 

Another way the President's trade hunters will scent 
their trading material will be to examine the long list of 
tariff-taxed articles which the domestic manufacturers have 
almost all to themselves, usually behind a stiff duty. The 
theory here will be that the American manufacturer can 
probably stand a little competition in such goods and that 
he is probably charging more than the traffic should stand. 
Another line of approach will be to study products in the 
groups which have more than a 50 per cent ad valorem 
tariff. Here the idea is that some profiteering can be con- 
verted into a bait for the hungry foreigner. 

It is not feasible to go at length into the hundreds, even 
thousands of articles (there are 25,800 articles in the tariff 
schedules) which come within the foregoing classifications— 
all of which are already neatly epitomized and tabulated 
by the meticulous and indefatigable Tariff Commission. 
But some of the highest spots may be touched, that is, 
mention may be made of a few of the industries which, by 
the several approaches mentioned, may be in for a trimming 
in the course of the President's trading. 

In the tariff schedule of chemicals, oils, and paints, manu- 
facturers of these materials should look for trouble from the 
President’s deleting or reducing pencil: phosphoric, tannic, 
gallic, oleic, citric, intermediates; certain dyes, stains and 
colors; coal tar medicinals, photographic chemicals, various 
dye extracts, edible olive oil; essential and distilled oils, per- 
fumery and perfume materials, pigments, soap, china and 
porcelain, table and kitchen articles, plate and window glass. 

In metals and manufactures 
pig iron, razors, razor blades, 
malleable iron castings, iron or 
steel cold-~hammered strips, 
cast-iron pipe, steel rails, wire 
ropes, steel bars, alloy steel, 
structural steel are marked for 
severe consideration. And, 
above all, Andy Mellon's 
aluminum and wares. 

In the textile group a lot of 
trading is considered probable. 
Concessions will tend to be in 
the line of high-grade, high- 
price and luxury products. 
The whole range of textiles, 
yarns, fabrics, hosiery and 
clothing is open for study in 
the high-price iists. These lists 
include many products which 
loom large to such nations as 
England, France, Germany, 
Belgium, Italy and Czecho- 
slovakia, but which do not cut 
much of a figure in the great 
total of domestic production. 

In the way of machinery the 
useless duty of 25 per cent 
on automobiles will be reduced 
if the opportunity offers to 
make a beautiful trading ges- 
ture, say to France. Auto- 
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Loading Ship at Seattle 


mobile accessories and parts may constitute a real gesture 
toward Germany, and also motorcycles, knitting machinery, 
special industrial machinery, a long list of minor iron and 
steel manufactures, ditto of non-ferrous metals, many pre- 
cision tools and instruments. Some of them may be as 
harmless to domestic producers as free agricultural ma- 
chinery has turned out to be. 

In the wood schedule, a concession in softwood lumber 
may be made to Canada, now that the N R A offers a 
method of preventing price-cutting. At any rate Canada 
will demand the repeal of the excise tax on lumber of $3 
a thousand, levied as a tariff. But the Ways and Means 
Committee says the President cannot trade excises. In 
respect to paper the President has been challenged (should 
he be given authority to touch the free list) to use news- 
print paper, now on the free list, as trading stock in a 
double-front trade with Canada and certain European na- 
tions. With Canada, the big American newsprint market, 
normally worth $125,000,000 a year, can be pointed to as 
something worth giving a bit of consideration when a 50 per 
cent tariff weapon is handy. Several European nations— 
Finland, Sweden, and Germany—would dearly delight to 
get a slice of that newsprint business. Some American 
goods, both agricultural and manufactured, might get a bet- 
ter break in Canada after a duty on print paper had been 
looked at carefully. But the President is declared to be 
too considerate of the newspapers to monkey with their 
beloved free paper—come high tariff or low. Other sorts 
of paper may get a cut in tariffs for certain desired conces- 
sions in France, England and Germany. 

The tariff dickering will not be all “blues” for American 
industries. The divers food manufacturing industries will 
go along with the farmer to new foreign markets. Wheat 
will often go abroad as flour, biscuits, and macaroni, and 
the great American pig usually travels abroad in manufac 
tured form, with benefits to the packing industry. Oil 
cake, cotton oil, and other products of the cotton plant 
become American manufactured commodities before they 
embark for foreign parts. And 
American milk, fruits and 
vegetables masquerade as 
manufactures when en tour. 
On the assumption that wid- 
ened foreign trade will bring 
prosperity to the American 
farmer, all American indus- 
tries except the few which 
may be cleaned out for the 
general good will have a 
chance to benefit. Even in 
those lines where the foreign 
product can make a killing at 
or near the port of entry, 
domestic plants far in the in- 
terior will have the protection 
of transportation rates. Hence 
companies located in_ the 
Mississippi Valley may look 
with some equanimity upon 
competition from abroad. 
Then, again, trade breeds 
trade and there is a possibility 
that a great foreign trade and 
better international feeling 
may give outlets, some unsus’ 
pected and unexpected, for 
American industries, — auto’ 
mobiles, for example—besides 
even helping the home market. 

(Please turn to page 636) 
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We Lead in the Air 


The giant Sikorsky plane shown above has just been 
completed for Pan-American Airways. It makes another 
sep forward in the rapid progress which American com- 
mercial aviation has been making, but which, on domestic 
routes, has now been interrupted by the action of the 
Roosevelt Administration in cancelling air mail contracts. 
It is inconceivable that some way will not be found to en- 
courage further healthy growth of commercial aviation, 
with Government support. Since the present air mail con- 
toversy was precipitated, the frequent statement has been 
heard that American aviation led the world. Few realize, 
however, the amazing extent of this superiority, in com- 
parison with the achievements of other major countries. 
Taking units of 5,000 passenger miles flown as a basis of 
comparison, our flying index for 1933 is represented by the 
fgure 38, against 4 for Great Britain, 4 for Germany, 3 
for France, 2 for Italy, 2 for Russia, 1 for the Netherlands 
and 1 for Japan. In other words, our air transport of 
passengers last year was more than double that of Great 
Britain, Germany, France, Italy, Russia, the Netherlands 
and Japan combined. In regularity and safety of service, 
this country is also without equal. The mail mileage flown 
lst year by the private companies was 94.4 per cent of 
chedule. It would be hard for the proposed new set-up 
it commercial aviation to match this mark—and quite im- 
possible for the Army to come anywhere near it. 


* * * 


Banks Don’t Have to Fail 


It is an unfortunate fact that the clamorous criticism 
heaped upon the heads of banks and bankers in recent years 
tas been so destructively lacking in intelligent discrimina- 
tion. There are all sorts of banks and bankers in this coun- 
tty. Some have come unscathed through the rampant spec- 
lative era of the 20’s and the roaring depression of the 
‘ast several years. How did they do it? By simply cleav- 
ing steadfastly to the highest standards of banking practice. 
A case in point is the Bank of New York & Trust Co., 
which recently celebrated its 150th birthday. It was or- 
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ganized on March 15, 1784. Alexander Hamilton, then 
but twenty-seven years old, was one of its founders and 
wrote its constitution. It went through seven major bank- 
ing and financial crises. In 150 years it not only was never 
in difficulty, but never missed paying a dividend with the 
exception of one year, 1837, when it was prevented from 
doing so by a state-wide law against it. It was strongly 
capitalized to begin with, starting with $500,000, all in 
specie. Its character, moreover, forbade it to incur debts in 
an amount more than three times its capital, to buy stocks 
or to speculate in real estate. Its conservatism was never 
relinquished, even in the boom years of the last decade. 
Perhaps we need sound banking laws. But even more we 
need sound bankers. 


Misleading Statistics 


The March industrial and trade statistics make almost 
tantastically favorable comparison with those for the cor- 
responding period of 1933. Railroad after railroad reports 
trafic 35 per cent or more above the level of a year ago 
and in almost every field comparisons are similarly favor- 
able. The fly in the ointment is that a year ago all busi- 
ness was emerging from the banking holiday. March com- 
parisons, therefore, are with an abnormally poor economic 
level. Soon the distortion will be reversed, for April and 
May, 1933, brought a sensational upturn in business, which 
lasted, contrary to seasonal normality, until late July. 
Statistical comparisons now with the figures of a year ago 
are misleading and will continue so well into the summer. 
For guidance, the better procedure will be comparison of 
the industrial statistics of the present and of coming weeks 
with the level of estimated normal indicated by past normal 


years. 


* * * 


Booming Truck Business 


Automobile production and sales are an excellent index 
of the public’s purchasing power, its buying mood and the 
(Please turn to page 640) 
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They Capitalized 
Opportunities 


By Georce N. DAaNForTH 


In the March 3, 1934, issue we presented the life sketches of James J. Hill, the 
railroad builder, and J. Pierpont Morgan, financier. Here are two different types 
whose activities were in different fields but who nevertheless displayed the same 
faculty of seizing the advantage of “cycle” opportunities. This is apparent when 
the years of their operations are connected with the economic charts below. 


ANDREW CARNEGIE 
Telegrapher; Railroad Man; Bridge Builder; Steel King. 





Coming from Scotland with his extremely poor parents, at 13 years he was a bobbin boy at $1.20 
per week. While telegraph messenger the next year at $2.50 weekly, he was one of the first three 
to learn sound receiving from keys. In 1853 he became the secretary of a railway official. Right 
hand man to the Assistant Secretary of War, he transported the first Federal troops into Wash- 
ington. At Bull Run he suffered so severely from sunstroke that all his subsequent summers 


had to be spent in cold climates. 

Ten shares of Adams Express was his first investment, bought by mortgaging his mother’s home 
in 1856. 

Introduced Theodore Woodruff, the sleeping car patentee, to the Pennsylvania Railroad and, 
visualizing the possibilities, he promptly bought a one-eighth interest in the Woodruff Co. $217.50 
—in IB59. 

Quit rpilropding and entered the steel industry and organized his first major venture, the Key- 
stone Bridge Co., in 1865. 


Organjzed |the Pittsburgh Locomotive Works--the Carnegie McCandless Co. to manufacture 
steel rhils py the Bes$emer process and continued to get ‘geared, while other steel people were 


retren¢hing during thé panic from 1873 to 1879. 
Becanje major partnef by buying out othefs in 1878. 


Consolidating his steel empire he formed Carnegie Bros. and bought other mills. He made 
the famou§ Carnegie|Rockefeller ore leasd, on} the rich Minn. deposits in 1896. 


Sold hfs enferprises toJU. S. Steel when tha} company was formed for $225,639,po0 in 1901. 


His| expression “Getting Gpared” meant organization andl 
action, when coming ot of depressions. 
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HOMAS A. EDISON in his last radio address said, “I have lived a long 
T sime—t have seen history repeat itself again and again. Always—America 

has emerged from these hard times—stronger and more prosperous. Be 
brave as your fathers were before you. Go forward.” This challenge has caused 
us to review again the lives of our financial fathers. They did have courage. It 
seems that a large measure of their success can be attributed to their almost uni- 
versal practice of starting operations “below the normal lines” or on the way up. 


Meyer GUGGENHEIM 
Street Peddler; Importer of Embroideries; Copper Magnate. 
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Bought two copper mines cheap, and put three so 
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Organized the firm off Guggenheim and Pulaski to import Swiss embroideries 
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A Swiss immigrant at 19, his first job was in shoe-lace peddling on the streets of Philadelphia. 
He extended his line to include shoe polish, began to make it, and had others working for him, 


Operked a spice store, profited, and began to buy railroad stocks in the uncertain vears at the close 


, he}put $80,000 into the Globe Smelte 


in 1899. 
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He]believed that eight heads (his own and his seven spns’) 
were better than one, and kepq his wholq family tog¢ther 
for defense and offense. 
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By GerHARD KUEHNE 
Former Vice-President, New York Title & Mortgage Co. 


As told to Joun D. C. WELDoNn 


The Guaranteed Mortgage Situation 
from the Inside 


Gradual Improvement in Prospect 








there is no active listed market 





N the optimistic decade 
prior to this depression 
some 500,000 individuals, 
seeking safety and from 5 to 
5Y2 per cent return, put their 
savings to the extent of some 
$3,000,000,000 into “guaran- 
teed” mortgages and certifi- 
cates backed by New York 
real estate. That's a sizable 
nest egg. Unfortunately, the 
egg is rather thoroughly 
scrambled. State officials, 
judges and lawyers galore have 
been struggling for months to 
unscramble it—without much 


When guaranteed mortgages 
ficates began to default on payments of interest 
or principal, in part or in whole, the most con- 
servative class of investors among individuals 
and institutions found themselves in a dilemma. 
Hope is not lost, however; and while legisla- 
tive relief is slow, reorganization tedious and 
recovery of values retarded, the outlook is 
somewhat brighter. For this reason, holdings 
should not be sacrificed. The situation is com- 
plicated. This article analyzes and explains it. 


and information regarding the 
status of the underlying prop- 
erty or properties is either 
lacking or woefully incom: 
plete. Such market as exists is 
in the hands of dealers. For 
obvious reasons, these securi- 
ties can not be highly regarded 
as collateral for bank loans, 
No doubt the inability of 
the investor to obtain informa: 
tion bearing upon the values 
underlying his holding, plus 
the fact that he can not read 
a daily quotation in the news 


and certi- 





luck thus far. 


paper, accounts for the exag- 





That many holders of real 
estate securities feel themselves hopelessly enmeshed in 
a financial jig-saw puzzle is not surprising. The re- 
habilitation or reorganization—whichever term you pre- 
fer—of the chief New York mortgage guarantee com- 
panies is a problem of unprecedented complexity. Com- 
pared with it, any railroad reorganization of American 
history appears the height of simplicity. In the case of a 
defaulting railroad the interests of perhaps a dozen classes 
of bondholders and stockholders have to be compromised. 
In the problem of guaranteed mortgages and certificates in 
New York City alone we are dealing with mortgages 
on something like 150,000 separate properties. As 
for the guaranteed certificates, there are 22,000 issues. Each, 
for basic reasons relating to infinite variations in underlying 
values, rentals, appraisals and so forth, is an individual 


problem. 
Not as Bad as Painted 


Yet it is appropriate to emphasize, before attempting an 
analysis of this situation and of its probable outcome, that 
the present position of the average holder of guaranteed 
real estate securities is by no means as unfavorable as it 
has usually been represented to be. Such securities are 
unique. A corporate bond usually is listed on a stock ex- 
change, is traded in more or less actively and thus possesses 
liquidity and collateral value. Periodic reports supply infor- 
mation as to the earnings and financial position of the issu- 
ing company. For real estate securities, on the other hand, 


604 





gerated pessimism which sur 
rounds this situation. Fear thrives on mystery. 

On the bright side, the fact is that the average investor 
in guaranteed mortgages has fared no worse than the 
average investor in listed corporate bonds. While it is true 
that some of the poorer mortgages sell today at 50 
cents on the dollar, the majority command a price between 
70 and 80 and there is no rush of sellers when dealers ad- 
vertise such bids. Mortgage certificates, because of the in- 
herent difficulties of either foreclosing’ or reorganizing the 
pledged properties securing them, sell at 25 to 30 cents on 
the dollar. 

In the case of a great many certificate issues, today’s 
available price of 25 to 30 per cent of face value is a very 
imperfect measure of the actual values that should ultimate: 
ly be recoverable. If legal means were available to certificate 
holders for foreclosing or otherwise effectively dealing with 
the pledged properties the spread in bid price between the 
certificates and the whole mortgages would quickly narrow. 
The Legislature sought to supply such means in the Schack- 
no Act. This provided a method for the readjustment, modi 
fication or reorganization of certificated guaranteed mort: 
gages upon agreement of 65 per cent (in amount) of certi- 
ficate owners, such agreement to be legally binding on all 
certificate owners of a particular issue. 

This law has just been declared constitutional by the 
Court of Appeals and there is no reason why the method 
of sangpeiietion which it authorizes should not be promptly 
applied to many certificate issues. If the case is carri 
still higher, in my opinion the law would be upheld by the 
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United States Supreme Court, as indicated by its decisions 
in two recent cases. 

In short, while some certificates, resting upon greatly 
over-appraised properties, may never pay out, a large per- 
centage certainly can be regarded with justified hope of 
ultimate substantial recovery. I see no reason why the 
average owner, if not pressed for money, should sell out 
at 30 cents on the dollar or, for that matter, why the aver- 
age holder of a guaranteed mortgage should dispose of it 
at 70 to 80 cents on the dollar. 

As regards income on real estate securities, generaliza- 
tion is useless. On some little or nothing is being earned. 
On others, the full 5 or 5 per cent due is being earned. 
My best guess is that an average of around 4 per cent is 
being earned. Last December it was officially stated by Su- 
perintendent of Insurance Van Schaick that since June 1, 
1933, collection if interest due on the guaranteed obliga- 
tions issued and serviced by the fourteen chief mortgage 
companies now under process of rehabilitation had ranged 
from 55 per cent up to 94 per cent. 

During that period, the latest for which official informa- 
tion is available, the Bond & Mortgage Guarantee Co., larg- 
est of the fourteen, collected 80.45 per cent of interest due, 
according to Superintendent Van Schaick. This company 
was responsible for nearly one-third of all New York guar- 
anteed mortgages and certificates issued. As of November 
1, 1932, its outstanding guarantee totalled $91'7,966,208 but 
had been reduced by last December to $750,137,978. Over 
the same period the New York Title & Mortgage Co., sec- 
ond largest, collected 69.34 per cent of interest due; and 
87.1 per cent was collected by the Lawyers Mortgage Co., 
third largest. 

These three companies account for approximately 75 
per cent of the outstanding mortgage guarantees of the four- 
teen companies which are operating under the rehabilitation 
program supervised by Superintendent Van Schaick. Ac- 
cording to the most recent figure, the outstanding guaran- 
tees of the fourteen total approximately $1,900,000,000, 
having been reduced by $761,000,000 in a year. 


Reduction of Guarantee 


This reduction was confined chiefly to mortgages and re- 
sulted from release of the mortgage companies from their 
guarantees by savings banks, trust companies, insurance 
companies and other large holders in a position to foreclose 
or otherwise assume control and management of the prop- 
erties underlying such mortgages. 

There have been virtually no releases of guarantees on 
certificate issues, which are outstanding in amount of 
approximately , 
$1,000,000,000. 
These certificates, 
usually in denomi- 
nations of $500 
or $1,000, repre- 
sent a share in a 
single mortgage 
or in a number of 
assembled _ mort- 
gages under 
which numerous 
Properties are 
pledged. The 
guaranteed mort- 
ages usually rep- 
Tesent, in stated 
amount, a specific 
mortgage on a ; 
specific property. Douglas Photo from Nesmith 
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Because of this fact, and because a smaller number of own- 
ers hold a particular mortgage than is the case with most 
certificate issues, the problem of rehabilitation presented by 
these issues is far simpler than that offered by the 22,000 
certificate issues. To a major degree, both the mortgage 
and certificate guarantees concern mortgages on office build- 
ings, apartment houses, hotels and other properties produc- 
ing revenues in greater or lesser measure. 

I have ventured the guess that on the total an average of 
4 per cent interest is being earned. If so, is there any 
reason why the average owner should feel that his invest- 
ment has been disastrous? Bear in mind that, due to the de- 
cline in the cost of living, this 4 per cent today will certainly 
buy as much as 5 or 54 per cent interest could buy in 1929. 

Moreover, today’s valuation of the average real estate 
mortgage certainly compares favorably with that of the 
average corporate bond; and even the 30 cents on the 
dollar quoted for guaranteed certificates does not look so 
terrible when one contemplates the shrinkage of recent 
years in prices of various of the common stocks which ap- 
peared to be relatively sound investments in 1929. Besides, 
given an ultimate probable solution of present legal and 
technical difficulties, the real property values underlying 
these certificates will find fairer reflection. 


Proportionate Deflation 


On the whole, the decline in real estate values in New 
York City and vicinity has probably been merely propor- 
tionate to the general price decline of the depression. In 
the face of this general deflation, the urge to convert all 
possible values into cash and the resultant panic fear on the 
part of investors, it was inevitable that the storm would 
break upon the heads of the guaranteed mortgage compa- 
nies, as it did, indeed, in every field of finance. Stricter 
laws and wiser human management might have helped mat- 
ters somewhat. They could not have routed the storm. 

I have no desire to attempt to “whitewash” a business 
with which I have been associated for years. In those 
booming post-war years up to 1929 men in the real estate 
and mortgage business did not foresee the coming of a de- 
flation more severe and more protracted than any ever be- 
fore known. But neither did the bankers, nor the econom- 
sist, nor the business men, nor the public, nor the politi- 
cians and office holders who are now clamoring for reform 
in every field of business and finance. 

Money was easy. Investors were avid buyers of securi- 
ties. What could be better than a “guaranteed” 5 or 5/2 
per cent return on first mortgages secured by revenue-pro- 
ducing properties in the City of New York? For decades 
beyond memory 
land values in 
New York City 
had trended ever 
upward and great 
family fortunes 
had been made 
merely by buying 
land and clinging 
to it. 

Hindsight is 
easy. Now we all 
know that mis- 
takes were made 
and that the laws 
governing the 
mortgage com- 
panies were in- 
adequate or lax. 
In real: estate, as 


605 








with commodities or common stocks, it is extremely dif- 
ficult to recognize an inflation for what it is—except from 
the perspective of deflation. It is difficult—when prosperity 
is abounding, when leading economists are talking about a 
permanently high plateau for prices and when the high 
priests of government itself firmly believe that poverty and 
the business cycle have been abolished—for ordinary human 
beings to keep their feet on the ground. 

Most of us in the prosperous decade did not see debt in 
its true proportions. We looked at Debt’s bright side and 
called it Credit, which made it seem a good thing. One 
curious thing I have observed is that the statistics of debt 
seldom are paraded before the public’s eyes until the debt 
has become intolerable. Regarding the debt built upon real 
estate, I have recently perused some very interesting esti- 
mates made by Robert R. Doane in his book “The Measure- 
ment of American Wealth,” published by Harper's. 

According to these researches, the value of urban real 
estate in 1913 was $48,700,000,000. With minor setbacks 
in 1914 and 1921, it increased every year up to 1929 and 
then totalled $15'7,000,000,000. At the end of 1932 it had 
declined to $78,500,000,000, according to Mr. Doane’s es- 
timate. I can state from my own knowledge that there 
was no recovery in 1933. If anything, values declined 
somewhat further. 


Rising Debt Ratio 


It is somewhat sobering to relate these figures to the esti- 
mated urban mortgage debt for the corresponding years. 
For 1913 that debt was $7,000,000,000 and for 1921 it was 
$12,000,000,000, each figure being about one-seventh of 
urban real estate values. Thereafter came the spree. The 
urban mortgage debt mounted to $38,000,000,000 by 1929 
and at that level was more than one-fourth of urban real 
estate values. But whereas this debt has now decreased 
only an estimated $4,000,000,000 to a level of $34,000,- 
000,000, urban realty values have decreased by probably 
more than $80,000,000,000 to a present level of $75,000,- 
000,000 to $78,000,000,000. Thus, today’s urban mortgage 
debt, relative to realty values, is some five times what it was 
in 1913. When we consider that many properties which 
figure in the aggregate urban realty valuation are free of 
mortgages, it appears a reasonable guess that in a closely 
packed and highly developed metropolis like New York the 
ratio of mortgage debt to present underlying values sub- 
stantially exceeds 45 per cent. 

In the light of these figures, it would appear clear that 
the rapid expansion of mortgage debt in the boom years 
was out of proportion to increased values and was, there- 
fore, insupportable. Yet I fail to see that these statistics 
are by any means devastating. If every outstanding mort- 
gage amounted to no more than 45 or 50 per cent of today’s 
deflated and conservatively appraised real estate values, 
wherein would be the danger? Realty values may or may 
not experience substantial recovery in coming years. It 
would appear quite certain, however, that they have hit 
bottom, generally speaking. If so, mortgages up to 60 per 
cent of carefully appraised values should, as always in the 
past, constitute as safe an investment as can be found, short 
of Government bonds. That is, if one is actually a long- 
term investor, not obsessed with the illusion that it should 
be possible to convert mortgages into liquid cash overnight. 

Unfortunately, many of the mortgages that we are talk- 
ing about in this article were not made at 50 to 60 per cent 
of today’s values, but at 50 to 60 per cent of the apparent 
values of 1928 and 1929—and that is a different thing. 
Some also were made at 80 or even 90 per cent or what 
have you of 1929's apparent values. That's too bad. 

It was in the mad 20's that the guaranteed mortgage 
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business blossomed into full flower. What field of finance 
did not? In 1921 the four largest of these New York City 
companies had outstanding guarantees of $490,000,000. By 
1931 this had increased to $2,309,000,000. In the case of 
one company, maximum guarantees reached a total more 
than forty times its capital funds. For most others the av- 
erage was about twenty times capital funds. 

In my opinion, if there is to be a future for the guaran- 
teed mortgage business—and I am not at all sure there will 
be—the governing laws should be tightened. It would ap- 
pear reasonable to demand that guarantees be limited to ten 
times capital funds. Yet we might as well frankly face the 
truth. What good would any limitation have been during 
the last several years, short of guarantees covered virtually 
100 per cent by capital funds? If you're running a bank 
and all of your depositors suddenly demand their money 
you can’t pay up unless the bank is 100 per cent liquid in 
cash or Government bonds—and in that case it would not 
be a bank but merely an incorporated hoarder. If mortgage 
guarantees had been limited in 1929 to 10 per cent of capi- 
tal funds the obligation would have been less than half that 
which was actually incurred, but to hold that it would be 
twice as easy to meet doesn’t make sense! What good 
would be capital funds up to 20 per cent of guarantees, 
when land values are cut in half and tens of thousands of 
persons who thought they had made long-term investments 
suddenly decide they'd rather have cash? 

All remedial legislation adopted thus far concerns itself 
with attempted rescue or aid of existing mortgage and certi- 
ficate holders. Our legislators have not yet got around to 
formulating laws for the future conduct of this business—if 
there is any future business to be regulated. I don’t know 
how much money the public has to invest right now. I 
suspect that, after the experience of the past few years, the 
magic term “guaranteed mortgage” has, at least for a gener- 
ation or so, lost much of the old appeal. We have all 
learned that a thing could be quite safe for forty years and, 
yet, after all, prove unsafe. 


An Unsound Mortgage Device 


In the light of the lessons taught by the present situation, 
1 see no justification for the blanket guaranteed certificates. 
A mortgage is an unworkable device if the pledged property 
or properties can not readily be taken under the control of 
the lenders, in the event of default. Though it smack of 
turning on the hose after the fire has burned out, it would 
be just as well to outlaw future issuance of certificates 
secured by many properties in a group. -But that would be 
cold comfort for the holders of certificates now outstanding. 
What can be done for them? 

I have already pointed out that average interest earnings 
probably amount to 4 per cent. But between individual 
issues the utmost variations are shown. From the point of 
view of the certificate investor, it is merely a matter of luck 
whether he is getting most of the interest due or nothing 
at all. He bought an imposing looking piece of paper from 
the guarantee company. Another man bought a certificate 
of identical appearance. But it turns out that the recover’ 
—o behind the respective issues are not the same 
at all. 

As regards a number of issues, both mortgages and certi- 
ficates, I see only two courses open. Either the lender must 
scale down the principal of the debt or lighten the burden 
for the properties by accepting a lesser return in interest. 
In the latter event he may only hope that ultimately there 
will be enough recovery in realty values to re-establish the 
original capital invested. 

Such adjustments, however, involve enormous difficulties, 

(Please turn to page 634) 
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The President’s personal prestige 
is waning and will continue to wane. 
That was to be expected; it was inher- 
ent in human nature, especially demo- 
cratic human nature of the Ameri- 
can variety. Hereafter Presidentially- 
backed legislation will be more and 
more subject to the normal currents 
and cross-currents in Congress. Con- 
gress is beginning to assert itself. Demo- 
cratic party discipline is beginning to 
break down, which is also normal. Yet 
it is easy to place too much emphasis on 
the votes on civil service salaries, pen- 
sions, and the Patman soldier bonus. 
Members calculate that they can gain 
individual favor with their constitu- 
encies by favoring these measures while at the same time 
the Democratic party as a whole will be vindicated with 
disinterested public opinion by expected Presidential vetoes; 
they figure to save themselves and let the President save 
the party and the nation. The President’s popularity with 
the masses is still deservedly overwhelming, and members 
of his party in Congress find it expedient to laud the Presi- 
dent even though voting against him. After this fall’s 
election, party revolt in Congress will be increasingly 
strong. St. Lawrence seaway failure is a clear demonstra- 
tion that the President can no longer get legislation simply 
because he favors it. President feels rebuff keenly. 

While decline in the President’s prestige was in- 
evitable and became evident to Congressmen in January 
it was hastened by the grave mistake of canceling the 
air-mail contracts. Blunder will be tacitly admitted in 
the end by some camouflaged way of reinstalling the 
mal-treated operators. 


Congress will pass the reciprocal tariff bargaining bill, 
but it has been already amended in some respects and will 
be further changed. All the conservative Democrats in- 
stinctively oppose it. Industry generally is against it (motor 
industry is a notable exception) and there is scarcely a Con- 
gressman who hasn’t a protesting local industry to disturb 
his peace of mind. So far as tariff reduction as an abstract 
principle is concerned it is as dead on the Democratic as 
on the Republican side of Congress. Secretary Hull’s old- 
fashioned philosophy of international trade is as unpopular 
in Congress as it is popular with the orthodox economists. 

If it were not for our present pressing dependence 
upon the outside world for markets for surplus agricul- 
tural products the tariff trading project would not have 
got to first base, even though it be conceded that the 
world is engaged in cuting its common throat by cutting 
individual national throats. 


National Recovery Administration is on a hot spot 
with the Wagner bill and strikes. Latter are object lessons 
in what some think will be a chronic condition of labor 
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domination of industry if the Wagner 
bill passes. This is not a labor union 
country—yet. Farmers don’t like labor 
unions and see in labor domination of 
industry further abstraction of the 
lion’s share of national income by the 
industries. Small business man has no 
time for unions, and so with his em- 
ployees—and so probably with a major- 
ity of all employees. A part of Gen- 
eral Johnson’s troubles has been due to 
his virtual policy of identifying labor 
organizations for collective bargaining, 
with the American Federation of 
Labor, after it became apparent that 
men often preferred plant unions. But 
what the country does not understand 
as yet is that tight central organization of labor is an in- 
tegral part of the Administration’s reconstruction program. 
A powerful labor organization, always fighting for 
higher and higher wages, means, it holds, greater spend- 
ing power for the masses. And the real problem of 
prosperity, it contends, is to get more and more of the 
national income for the spending masses, and less and 
less for the saving wealthy. The only alternative, it is 
claimed, is distribution of wealth through heavy taxa- 
tion and free governmental spending. 


Code Authorities are beginning to say among them- 
selves that if profits are to be regulated by the Government, 
in effect, then wages must be ruled from Washington, too. 
Labor unions don’t want that, which touches one reason 
why American labor is opposed to socialism. 

Its ideal is an arrangement by which corporations can 
make good profits and the unions can take them. 


Business seems to lack leadership with intestinal cour- 
age—perhaps, also, collective brains. Brain trust despises 
business mentality. I learn from one brain truster that the 
stock exchange representatives are considered the dumbest 
business group, and the bankers next. First meeting of the 
N R A committee of business men to consider what can 
be done to revive the capital goods industries was described 
to me as pitiful. Not an idea was uncovered, except of a 
negative nature. 


Agricultural Adjustment Administration is under- 
going a general overhauling. General Counsel Frank, 
despised by George Peek, is screening out all all Peek 
appointees in key positions. Complete flop of milk control 
has disappointed dairy farmers, and now the hog raisers 
are convinced that they are paying the processing tax. Cot- 
ton and wheat raisers are strong for A A A. It has truly 
been a life saver for them. Peek is surviving his ejection 
from A A A in good shape. The Government’s export 
banks and the tariff trading policy are right up his alley. 

(Please turn to page 639) 
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g Political Unrest May Have Widespread Repercussions the 
World Around 


q Adherence to Gold and Maintenance of Present Value of the 


Franc Are in the Balance 


Whither France? 


By H. M. TreMarne 








N former periods of revo- 
lution France has been the 
center of infection. This 

time France has been consid- 
ered until recently the bul- 
wark of the old political and 
economic order against the on- 


“But holding the gold standard has become 
a sort of symbol of France’s strength. It’s like 
Verdun in the war” ...“The franc shall stand!” 


crisis. The outcome will de- 
termine whether Europe—at 
least continental Europe—is to 
return to absolutism under 
whatever national name. It is 
not beyond the bounds of pos- 
sibility that even England may 





be affected politically by what 





slaught of the new. Econom- 
ically, the country was but 
little affected by the world depression until 1932, and even 
yet there has been no such distress as we have experienced 
in the United States. In this respect France has run true 
to form, for it is a historical fact that the country has 
always been the last to be drawn into a depression and 
the last to emerge. But in politics France also follows the 
world this time. The communistic revolution in Russia was 
almost without repercussions in France. Italy went Fascist 
without disturbing French calm, and the Nazi revolution 
in Germany seemed at first to have left France cold to- 
ward the trend to a new form of absolutism in government. 


Economic and Political Unrest 


Economic and political unrest have now come to a joint 
head in France. While the country is not “broke,” foreign 
trade has declined ominously and the internal economic life 
has dwindled in vitality and volume. Agriculture is de- 
pressed and industry is curtailed. The desertion of the 
gold standard by most of the world has shattered French 
ascendency in international financial prestige, and domestic 
political demoralization has weakened the French grip on 
Europe. While France has wavered between pacifism and 
aggression Germany has detached Poland from the French 
alliance in fact, although not in name; Italy has super- 
seded the Republic in Austrian affairs, and Germany and 
Italy, between them, appear to be ousting France from the 
lordship of the Balkans. Finally, the riots which were set 
off by popular indignation over the nasty Stavisky affair 
reveal a cynical lack of confidence in the government, a 
wistful longing toward some formula of national regenera- 
tion, a yearning for powerful leadership and a majestic state, 
a mystical leaning toward a cleansing revolution. The 
French are an intensely political people and a true national 
organism, despite their individualism. It irks them to find 
their France in the doldrums of political heredity, peaceful 
pettiness and economic rigidity while all around them the 
world is vibrant with change and animate with revolt. They 
have caught the collective neuresthenic epidemic that sweeps 
mankind. There are open predictions of factional revolt, 
civil war and even far-reaching revolution. 

France is without doubt in the midst of a momentous 
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happens in France. For with- 
out a single great democratic power on the Continent 
England may decide for what has come to be called the 
totalitarian state—the all-powerful state utterly divorced 
from any authoritative expression of popular will or respect 
for individualism. The United States will not be wholly 
immune from effects of the French decision. The peace 
of the world may be immediately involved, or, if dictators 
in Moscow, Berlin, Rome and Paris, should unite, it is not 
impossible that world domination may be sought for 
tyranny, as Spengler hopes. An economic alliance might 
erase political divergences, and the individuals’ liberties 
might be suppressed in the name of national security. It 
should not be forgotten that after Waterloo the Holy 
Alliance attempted to suppress freedom everywhere. 

With little warning, France has found herself plunged 
simultaneously into external and internal political dangers 
and fiscal, monetary and economic difficulties. No so long 
ago the one serene spot in Europe, she finds herself in dis- 
cord and confusion. All the other problems hinge on the 
outcome of internal political strife. That strife, in turn, 
pivots on the question of strong and efficient government. 
It is plain that respectable and powerful elements of the 
nation have become disgusted with a parliamentary govern: 
ment which has been procrastinating, indecisive, factional, 
spoils ridden and dominated by selfish individualistic, if not 
corrupt, interests. Despite ample warning and plenty of 
leisure for preventive measures France has sunk into the 
quicksands of a chronic budgetary deficit, notwithstanding 
heavy taxation. Government after government failed to 
balance the budget. Popular discontent and disgust have 
mounted higher and higher and factions have become s0 
embittered that there is much talk that the problem of get- 
ting a strong and efficient government can be settled only 
by direct action as by a coup de’etat or civil war. 


Reform vs. Revolution 


Former President Doumergue was recalled from retire: 
ment to take the premiership of a non-partisan cabinet 
which seeks to reform the governmental structure and 
amend the constitution with a view to paving the way for 
greater and more independent executive power, whether 
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in the premier or in the president. Doumergue seeks im- 
provement in orderly and constitutional ways, looking to 
changes which will curb the irresponsibility of the Chamber 
of Deputies, composed mostly of little men animated by 
ordid motives, and make the government more dependent 
upon the considered national will and less upon the fickle 
majorities of the Chamber—changes calculated to insure 
continuity of government and policies. His problem is to 
steer between weak government and something like Fascism 
or Nazism—to retain the essentials of democratic govern- 
ment and avoid its vices. 

Most competent observers incline to the view that the 
French people are so impregnated with political liberalism, 
supported by the traditions of sixty years of consecutive 
republican rule that they will not tolerate absolutism in 
any form, great as is their present discontent. And yet all 
recall with what swiftness revolution comes in France if 
catastrophic events and leadership synchronize. Assuming 
that France is to have a government with more power 
lodged in the executive, but without dictatorial irresponsi- 
bility, it is important to consider how it is likely to deal 
with the foreign, fiscal, and monetary problems. 

The foreign problem, as always, is the German problem. 
Hitler appears to have settled the question of disarmament 
by rearming. France can either acquiesce or take such steps 
for national defense as she may think wise. Even in this 
interim of reconstruction the decision apparently has been 
taken to be prepared for any eventuality. While a dicta- 
torial government might go further and enter upon a pre- 
ventive war against Germany while the chances are still 
in favor of a French victory, the sort of government Dou- 
mergue has in mind, will not begin a war. It will, how- 
ever, uphold essential French rights under the Treaty of 
Versailles and nothing. 
will be done subservi- 
ently to placate 
Germany. And a 
vigorous resumption 
may be expected of 
the French policy of 
finging Germany 
about with a league 
of potential foes. 

A strong Govern- 
ment will give an un- 
biased study to the 
monetary question. 
This is closely associ- 
ated with the fiscal 
dificulty. The Bank 
of France has appar- 
ently demonstrated 
that it can hold to the 
gold standard, so far 
as the effects of for- 
eign withdrawals of 
gold are concerned; 
but, of course, it can Wide World Photo 
not withstand an un- 









deflation for the restoration of profits as Italy has under- 
taken. But against reflation and revaluation of the franc 
stands the great peasant class, which is the backbone of 
republican France. This class, like the savings and rentier 
class generally, has seen itself devastated by one revaluation 
and will not meekly accept another, even though it can be 
demonstrated that revaluation and higher domestic prices 
are the only recovery course. But holding the gold standard 
has become a sort of symbol of France’s strength. It’s like 
Verdun in the war. Then, too, the French are really wor- 
ried about the question of the value of gold if they make 
suspension of gold payments unanimous. Will it drop to 
its simple commodity value, as silver did? The probabilities 
are that France will endure further agonies of sacri- 
five to the golden calf. “The franc shall stand,” says Dou- 
mergue. The most hoped for alternate is that the United 
States and Britain, obviously interested in preventing a de- 
vastating collapse in France, will soon propose an interna- 
tional return to the gold standard at new valuations, in a 
way that can be presented to the French public as a victory 
for gold won at an inescapable price. 

As for the budget, if the new Government can not bal- 
ance it, fiscal difficulties will accumulate. The Gov- 
ernment will fail, and the country will be again open-to a 
revolution on Fascist lines. The evolving government must 
be one of decision, authority, successful action, and per- 
suasive enough to arouse patriotism for the salvation of 
France. The French will endure anything once they are 
convinced that it is necessary for the strength and grandeur 
of France. 

That fervent patriotism is, however, a weakness for the 
Republic. A revolution, even toward a monarchy, would 
be welcomed if it could be made synonymous with the sal- 
vation of the nation. 
Also, that patriotism 
is a portent of trouble 
for the world if a dic- 
tator can ride it into 
power. If France is 
to have a master he 
must be a glorious fig- 
ure. The patience of 
the Republic in for- 
eign policy will make 
no glory for a dictar 
tor; he must dictate 
to Europe as well as 
to France. The war 
which is ever hover- 
ing on the horizon 
will come suddenly 
up to the zenith if 
France goes to a dic- 
tator. : 

The French - crisis 
is of the deepest-con- 
cern, not only for a 
world which needs 
peace and good will 


checked domestic run Veterans in Recent Protest Against French Political Scandals. to rebuild itself in a 


on its gold supplies. 

A strong Government 

would restore public confidence and obliterate this danger. 
ven so, as a matter of sagacious policy such a government 
wight well decide either to abandon the gold standard, or, 
like Czechoslovakia, reduce the gold content of the money 
unit over night. In a world of depreciated currency, 
France is steadily losing her foreign trade and with it her 
internal and customs revenues. The industries and the 
industrial wage-earners will not stand for such a policy of 
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period when recon- 

struction is indispens- 
able to the survival of civilization as we know it, but-also to 
lovers of liberty everywhere. France has been described as the 
last outpost of liberalism on the Continent. We in America 
would not fear the loss of our liberties if France succumbed 
to despotism but we would feel an immense cultural loss 
and spiritual shock if the land which has so long been the 
seat of free thought and the upholder of the rights of the 

‘(Please turn to page 639) 
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F. W. WOOLWORTH CO. 





Behind the Red Front 


Moderation—the Outstanding Character- 


istic in Development and Management of 


the World’s Largest Five-and-Ten Chain 


EHIND the red front? Easy 
question: hammers, tacks, nails 
and razor-blades—rubber _ soles 

and skid-chains—ruffling, frilling and 
darning silk—compacts, creams, lotions 
and tooth-paste—flowers, real and arti- 
ficial—crockery and glasses—cookies, 
cleansers and ribbons—ice cream and 
toys—notebooks, writing paper and 
magazines (confessions of a crooner, 
Bing Crosby)—pots and pans and seal- 
ing wax.... 

Nor this: further behind? Surely 
not the old history of the birth (1878) 
of the idea in Watertown, New York 
—not the fifty thousand, or there- 
abouts, sales girls in blue and white 
smocks, mostly unskilled—and, of 
course, not the Woolworth Building, 
for this is owned by the Woolco 
Realty Co. and, if it so happens that 
the most important stockholders in this 
company are also among the most im- 
portant in F, W. Woolworth Co., 
what has this to Jo with the life behind 
the red front? 

Naturally, it has nothing to do with 
it: the original question was of the 
mechanism which animates the busi- 
ness: selling policies, buying policies, 
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By Henry RicHMonn, Jr. 


responsibility: the policies which empty 
the partitioned counters so easily: the 
machinery which must replenish them 
just as easily. In other words what is 
the secret that has enabled Woolworth 
to distribute a quarter of a billion dol- 
lars to stockholders out of profits of 
more than four hundred million in the 
past twenty-two years? And finally, 
most important of all, the question by 
implication demands an answer to 
whether all this empty-replenishing of 
counters, and the distribution of all 
these earnings, can go on in the fu- 
ture as in the past, at an almost con- 
stantly accelerated pace? 


Conservatism 


Of general policies, perhaps the 
most important is the one that states 
that all phases of the business shall be 
run with moderation. Even develop- 
ment and expansion has been subject 
to this rule. When Frank Woolworth 
started, it was to be a one-store, five- 
cent limit business. Later, it became a 
one-store, five-dnd-ten-cent _ business. 
Still later, it became a multiple-store, 
five-and-ten-cent business. And now it 


is an international, multiple-store, five, 
ten-, and twenty-cent business. Al: 
though some may doubt that this typr 
fies the moderation about which we 
have been speaking, it must be remem 
bered that this represents the progress 
and the changes of more than fifty 
years. About the only fundamental 
differences that have taken place over 
this period is that the business is big 
ger, and that there has been some slight 
modification of the original idea. Had 
Woolworth with its prestige and re 
sources been imbued with the ideas 
prevailing in that gilded era prior to 
1930, it is not difficult to imagine what 
might have happened—red fronts ex 
tending from Hong-Kong to Timbuc 
too; stores of many classes, five-and’ 
tens, two-and-fours (bits), one dollar 
to five; manufacturing establishments 
of all kinds and scattered everywhere, 
one of which at least would have been 
making battleships or something equal 
ly incongruous. And what a mes 
there would have been by now! 

In selling, Woolworth’s policy of 
moderation takes the form of only 
carrying those things which can k& 
made to yield a fair profit within th 
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five-to-twenty-cent price limit. While 
the company likes to bring new articles 
within this limit, there is a clear recog- 
nition that for some things the trick 
just cannot be done. This is to say, by 
and large, a fairly happy line is drawn 
between those articles that can just be 
brought within the limit and still re- 
main reasonably serviceable and of 
those which, when brought within the 
limit, the customer might say: “Well, 
this was dear at any price.” To satis- 
factorily carry out this policy requires 
areal knowledge of the public’s stand- 
ards of value, of the quality demanded 
in each of the five thousand different 
articles offered for sale and the quality 
demanded in each new addition. That 
Woolworth has successfully met the 
test speaks well for those in charge of 
the business (of which more later). 

Yet, if Woolworth clearly recognizes 
that some things cannot be brought 
within its designated price limit, it is 
not above employing its own somewhat 
curious standards to force certain de- 
sirable merchandise “under the wire.” 
A good, long string of imitation pearls, 
for example, has been wound around a 
stick and sold at so much a coil; rib- 
bon (wide) is moved on a quarter-yard 
basis; cooking utensils at so much for 
the utensil and so 


convenient physical characteristics. 

Woolworth has a very definite atti- 
tude toward the personnel entrusted 
with the carrying-out of its somewhat 
indefinite general policy of “modera- 
tion.” This attitude can be stated 
shortly: management must start at the 
bottom. It might be noted, however, 
that having started at the bottom and 
risen to the top, material rewards are 
very handsome. Under “Woolworth” 
the Federal Trade Commission listed 
nineteen individuals receiving more 
than $50,000 in any one year. In each 
year between 1928 and 1932, inclu- 
sive, the president’s remuneration varied 
between $752,199 and $637,170. Other 
positions appeared to be in proportion. 
Is it possible that here is the one point 
at which Woolworth violates its policy 
of moderation? 

This, however, is to digress. C. S. 
Woolworth is the present chairman of 
the board. He is Frank the founder’s 
brother and worked as manager of the 
former’s store in Scranton, Pa. In 
1883, C. S. Woolworth bought his 
brother out and commenced to expand 
independently and returned to the fold 
only with the other originators when 
the present F. W. Woolworth Co. was 
formed in 1911. President B. D. Mil- 


ler started in a Woolworth store in 
Poughkeepsie some thirty-seven years 
ago, was one of the carriers of the good 
word to England in 1909 and, after 
eleven years spent busily putting up 
red fronts over there, he returned to 
this country, eventually to succeed H. 
T. Parson as the active head of the 
whole business. Fred M. Kirby, vice- 
president, graduated soon after F. W. 
Woolworth from the Moore & Smith 
general store at Watertown. He 
joined C. S. Woolworth; parted; ex- 
panded independently; and likewise 
threw his business into the pot on the 
formation of F. W. Woolworth Co. in 
1911. A. L. Cornwell succeeded B. D. 
Miller as vice-president and treasurer. 
He has been with Woolworth almost 
thirty years. 

“Promotion from the ranks” is 
applied right down the line. Stock 
clerks rise to be managers of small 
stores, to be managers of bigger stores, 
to be managers of the biggest. 
Sometimes they jump off this ladder 
into the “control” organization. This 
is an extensive and elaborate system of 
district offices, each with its manager 
and a staff of inspectors who keep a 
close check on the inventory and busi- 
ness of each store. 

This is necessary 
because of still an- 





much for the lid; 
cups and saucers are 
priced per cup and 
per saucer; socks, 
per sock; gloves, per 
glove; playing cards, 
per pack and per 
tax, and so _ on. 
While this system 
undoubtedly at 
times has seemed a 
little unconvincing 
to some of us, it has 
never been made 
completely _ridicu- 
lous and the public 
continues more-or- 
less of the belief 
that when it enters 
a Woolworth store 
nothing will be 
found priced over 
twenty cents. 
Thereby, all the ap- 
peal—or almost all 
the appeal—of the 
five - and - ten - cent 
(now twenty - cent 
for most of the 
stores) idea is main- 
tained and at the 
same time the com- 
pany manages to 
move quite a little 
higher priced mer- 
chandise that hap- 
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other fundamental 
Woolworth _ policy. 
Store managers are 
not puppets. They 
are individual 
retailers putting 
through their own 
merchandise orders, 
and there can be a 
wide variation be- 
tween what is sold 
by one Woolworth 
store and what is 
sold by another 
Woolworth store in 
the same_ town. 

A large part of 
Woolworth’s success 
is often attributed 
to large scale buy- 
ing, for cash, and 
large scale selling, 
also for cash. While 
this is in effect true, 
there is obviously a 
link missing some- 
where if individual 
store managers do 
their own ordering, 
with all the definite 
advantages which 
this entails. The 
truth is that the 
store manager can- 
not buy. anything 
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body but must confine his order to mer- 
chandise that has been approved by a 
central buying department—in this way 
volume business is adjusted to the pref- 
erences of different localities. 

Finally, Woolworth has two other 
somewhat unusual basic traits. De- 
spite the fact that it must have been 
sorely tempted at times, it does no 
manufacturing. Neither does it adver- 
tise (bright red store fronts and 
streams of people constantly moving in 
and out, not counting as such). 

This is the frame on which the 
Woolworth business currently 
hangs and a very fair business it is, 
too. In the United States, Canada 
and Cuba, the company's 1941 
stores are selling at the rate of 
more than $250,000,000 annually, 
with an operating profit around 
10%. This aspect of the business 
and its comparison with the past, 
however, is brought out sufficiently 
clearly in the accompanying graph. 
There are other phases which have 
not been so treated. 

Of these, the most important is 
the English investment. Mention 
has been made of B. D. Miller's 
trip to England and the establish- 
ment of the five-and-ten in that 
country. Adjusted to 3d and 6d, 
the idea took hold there just as 
well as it did here. At the end of 
last year, British Woolworths to 
the number of 529 were flourish- 
ing. For the previous twelve 
months they turned in an operat- 
ing profit of £4,525,383, say $22,- 
500,000, or about 80% of the 
amount reported by our own Wool- 
worths. Although Woolworth, Ltd., 
on the basis of net profit does not 
loom quite as large as this (about 60% 
as big as the U. S. brand) even this is 
big business. Also, it might be noted 
that on the basis of these figures the 
British stores are evidently quite a lit- 
tle larger than ours. 

But what specifically has this to do 
with the story of F. W. Woolworth 
Co.? Merely that the F. W. Wool- 
worth Co. owns 50% of the big and 
profitable British company. This in- 
vestment is carried on the American 
Woolworth’s books at $23,187,410 
and had a market value at the end of 
last year of $192,546,042. Not long 
ago, the American company owned 
65% of the British, but on the recapi- 
talization of the latter in 1931 some 
15% was sold. The sale resulted in a 
non-recurring prout of nearly $10,000,- 
000 and lifted F. ‘\V. Woolworth’s per 
share earnings for that year from $3.34 
to $4.24, 

In view of how successful the Brit- 
ish subsidiary has proved to be, it is 
rather surprising that its development 
612 


was so slow at the beginning; unless it 
is that the War and the unsettlement 
afterwards was the retarding factor. 
In any event, between 1909 and the 
end of 1924 only 165 British Wool- 
worths were born, compared with 364 
in the following nine years. 

On the other hand, such cautious 
penetration may well be but another 
phase of Woolworth’s moderation- 
policy. Successful in this country, in 
Canada, in Cuba, and in England, a 
man could be forgiven for believing 
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that the system would prove successful 


almost anywhere. Certainly: but it 
was not until the middle of 1927 that 
the first red front dazzled eyes in Ger- 
many. There are now 81 German 
Woolworths and the parent company’s 
share in the business is carried on the 
books at some $7,000,000. If the ratio 
between book value and market value 
in the case of the British company ap- 
plies even roughly to the German or- 
ganization, here is another fifty million 
dollars or so that F. W. Woolworth 
Co. has hidden away. 


At the Peak? 


It is often contended that the Wool- 
worth business has already reached its 
peak. Those who take this position 
point to the steady decline in average 
sales per store and average profit per 
store which set in during 1927—a 
tendency which only showed signs of 
reversal in the past year. From this 
they draw the conclusion that the com- 
pany has at last felt the adverse effects 
of the law of diminishing returns—the 
law which states that sooner or later 


every thousand dollars added to an in- 
vestment will return less than the thou- 
sand immediately preceding. Outside 
evidence is summoned to show the 
growing competition from other chains 
and the steady drift to inferior locations 
as a consequence of this when new 
stores are opened. 

Although the argument is logical, it 
is by no means the whole story. Even 
if entirely true, it is not difficult to 
imagine Woolworth’s domestic busi- 
ness continuing to turn in steady profits, 

with growth abroad providing the 
dynamic quality that is said to be 
waning on the basis of domestic 
figures alone. At the same time, 
it must be remembered that the 
correct appraisal of a long-term 
tendency is often nullified or ex- 
aggerated temporarily by other 
forces. For example, in the case 
of Woolworth, it is conceivable 
that the return to prosperity in this 
country and the restoration of buy: 
ing power will offset both the ad- 
verse effects of the law of diminish: 
ing returns (if it applies) and also 
offset such other adverse influences 
as increased costs of operation un- 
der the NRA. “Contrarywise,” 


it is similarly conceivable that in- - 


creased costs, the unfavorable ef: 
fects of rapidly rising prices (the 
result of inflation) will sweep aside 
any benefit from increased pur’ 
chasing power. 

All this may seem somewhat 
complicated—and indeed it is if 
categorical answers and definite 
opinions must be given on each 

point. Some further simplification, 
however, is easily possible and without 
carrying the story into the realm of the 
too-far-fetched. 

From. the American viewpoint, 
Woolworth needs certain conditions to 
continue successful expansion abroad. 
It needs highly populated industrial 
territory. This territory must supply 
both the buyers and by far the greater 
part of the “5 & 10” merchandise sold 
them. It is said that 80% of the goods 
carried by the British Woolworths are 


British-made and that in Germany an 


even larger proportion is manufactured 
domestically. Woolworth—still from 
the American viewpoint—also requires 
to bring its profits home, a condition 
which depends upon reasonable not 
malcy in foreign exchange. It would 
after all do the stockholder here little 
good if, for example, the Germany 
subsidiary made a billion marks, but all 
“blocked.” Finally, Woolworth must 
be free from specific discriminatory 
laws preventing, or restricting, 1ts Op’ 
erations abroad. Possibilities of fur 
ther expansion in this field therefore 
(Please turn to page 632) 
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By Epwin A. Barnes 


Missouri-Kansas- Texas 





Profit Opportunities in 
Low-Priced Rails 


Five Roads That Give Evidence of Im- 


provement—Further Gains in Prospect 









forces of necessity, railroad operation has achieved a high 
degree of efficiency and the average carrier to-day is in a 
position to handle a substantially larger volume of traffic 
without any considerable increase in the operating ratio. 
Expenditures for maintenance and equipment will doubtless 
be enlarged but with the benefit of the greater volume of 
traffic indicated for this year, these items can be absorbed 
readily and without materially altering the prospect of total 
net income appreciably higher than last year. The ques- 
tion of wages will arise in the near future but if this matter 
can be amicably compromised, there is probability that the 
current year will witness further strengthening in the po- 
sition of railroad securities. 

The five railroad stocks discussed herewith are of specu- 
lative character. Each issue, however, embodies features 


which may be expected to enhance its value over a reason- 
able period of time. Moreover, the favorable considerations 
which governed the choice of these issues appear sufficiently 
well founded to compensate for the speculative risk in- 
volved. 
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other UST when it appeared last year that railroad credit and 
e case ] equity values would suffer a virtual collapse, the tide in 
ivable railroad fortunes turned, and as the year closed definite 
in this | progress was being made in repairing the financial damage 
f buy & inflicted by general business depression. Although total 
ne ad’ | Operating revenues of all Class I carriers fell short of the 
inish: 1932 level by $31,000,000, this decline was insignificant 
d also @ 2 measured against the substantial savings effected in costs, 
iences  nlaintenance outlays and taxes. Operating costs were $79,- 
nun @ 000,000 less than in 1932; maintenance was reduced 
wise,” J $49,000,000; and taxes were lower by $25,000,000. Asa 
at ine -@ result, net operating income of $474,000,000 was $148,- 
le ef- § 000,000 greater than for the 1932 year, permitting Class I 
(the § toads in the aggregate to come within $13,800,000 of earn- 
aside @ ing fixed charges. In 1932, the deficit after charges totalled 
pur | $150,600,000. 

Considering that the railroads had the benefit of only six 
what | months of improving business conditions, their showing last 
is if | year is subject to more favorable implications than might 
finite | derive from a simple comparison of figures. Driven by the 
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emerged from reorganization in 








Net Operating Income 


ulation of trucks and other competing 
mediums is foreshadowed by the recent 





road. 1922 with a conservative capital- 1931 1933 trend of events in Washington. 

strial ization and a substantial reduction in $5,015,085 $3,782,425 $2,944,000 Last year, Katy’s traffic volume 
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pression without recourse to outside 
borrowing and finances have been 
maintained in a satisfactory condition. 
Current assets, at the close of last year, 
were in excess of $11,000,000, as 
against current liabilities of slightly 
more than $6,000,000. Bond maturi- 
ties have been of no concern to the 
toad and the nearest one of any conse- 
quence is not due until 1962. Finan- 
cially, therefore, the position of the 
Junior equity has been well preserved. 

Since the advent of the depression 
both gross revenues and net income 
have suffered a drastic decline. Gross 
last year was less than 50% of the 
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1928-1929 level, and net operating in- 
come last year of about $3,000,000 
compared with over $12,000,000 in 
1928 and 1929 and $10,650,000 in 
1930. While competition from trucks, 
busses and pipe lines have doubtless 
aggravated the decine in revenues and 
earnings, these several mediums of 
transportation were active in 1930 and 
there is no evidence to support the con- 
tention that the position of Katy in its 
territory has been irrevocably impaired, 
nor that the road would not regain a 
substantial portion of its former volume 
of trafic under more auspicious busi- 
ness conditions. Moreover, closer reg- 


extremely small winter wheat crop 
were largely responsible for the failure 
of the road’s traffic to approach the 
2.5% average increase shown by Class 
I carriers. Wéith the assurance given 
by ample current finances, no effort 
was made to offset the loss by lower 
maintenance outlays, in fact this item 
showed a moderate increase last year. 
This was reflected in lower net operat- 
ing income and after allowing for fixed 
charges, including adjustment bond in- 
terest, there was deficit of about $1,- 
500,000. The net deficit in 1932 was 
$632,000. About 80% of obligatory 
charges were covered last year, as 
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compared with full coverage in 1932. 

It is more than likely that last year 
witnessed the low point in the down- 
ward trend in the road’s revenues and 
earnings. This contention is supported 
by the improved outlook generally, 
more stable conditions in the oil indus- 
try and the prospect of a more produc- 


HE common stock of the Lehigh 
Valley Railroad Co., averaged 
earnings of about $6 a share in 

the years from 1923 to 1929 and in 
1930, the shares earned $2.07. Since 
then the road, in common with many 
other leading carriers, has failed to 
fully earn fixed charges. It is not nec- 
essary, however, to appear unduly op- 
timistic to envisage the recovery of a 
substantial part, if not all, of the road's 
former earning power over the next 
year or two. 

Coal is the most important traffic 
item of Lehigh Valley, comprising 
more than half of the total freight ton- 
nage moved. The road taps the rich 
anthracite fields of northeastern Penn- 
sylvania, where the bulk of its traffic 
originates. In fact Lehigh Valley is 
rated as the largest carrier of anthracite 
in domestic sizes. Bituminous coal is 
carried only in a relatively small quan- 
tity and the balance of the traffic is 
made up largely of manufactured and 
miscellaneous articles received from 
connections, particularly at its Buffalo 
terminus. Operating between the lat- 
ter point and Jersey City, the traffic 
density of the road is normally very 
heavy. 

During the past decade the move- 
ment of anthracite coal over the Lehigh 
Valley lines has declined consistently, 
reflecting the growing influence of com- 
peting fuels. It seems unlikely, how- 
ever, that anthracite coal will be large- 
ly displaced by fuel oil and gas for 
many years to come, particularly as 


ESPITE the restrictions imposed 
upon the road by a short winter 
wheat crop and curtailed pe- 

troleum shipments, Kansas City South- 
ern’s gross revenues of $9,362,762 last 
year were only about $500,000 less 
than in 1932 when conditions in its ter- 
ritory were decidedly better. Efforts 
to mitigate the lous of revenues through 
curtailed expenditures were fairly suc- 
cessful and net income was sufficient to 
meet 58% of the annual requirements 
for fixed charges. In 1932, fixed charges 
were 55% earned. As to the current 
outlook, the chances are that both the 
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tive wheat crop. ‘The road should like- 
wise benefit from the more prosperous 
condition of the Southern cotton 
farmer. Accumulations in unpaid divi- 
dends on the 666,710 shares of 7% pre- 
ferred stock amounted to $17.50 as of 
March 1, last. Obviously, therefore, 
the common stock is some distance re- 


Lehigh Valley 








Net Operating Income 


1932 1933 
$3,210,367 $4,107,569 
1934 Price Range 

Low 
13 


1931 
$4,601,720 


High Recent 
214% 19 








new developments and devices have 
greatly increased its efficiency. The 
proportion of manufactures and miscel- 
laneous freight had been increasing 
prior to 1930, in some measure off- 
setting the loss of anthracite traffic, and 
may be expected to make further head- 
way with better industrial conditions 
generally. 

Capitalization of Lehigh Valley, in- 
cluding rentals, is at the rate of about 
$150,000 per mile. While this figure 
is high on a mileage basis, it is not ex- 
cessive in relation to the heavy traffic 
density. This is indicated by the abil- 
ity of the road to show ample coverage 
for fixed charges, as well as pay liberal 
dividends before general business de- 
pression set in. 

Last year freight revenues increased 
about 4% over 1932, but this gain was 
without out effect due to a decline in 
passenger income. As a result total 
gross revenues of $38,177,450 were 
about $562,000 under the previous 
year. The gain in net income was 
made possible by drastically curtailed 
operating and maintenance expendi- 
tures and permitted the road to cover 
68% of total fixed charges as compared 


Kansas City Southern 








Net Operating Income 


19382 1933 
$957,934 $1,161,673 
1934 Price Range 

Low 
11 


1931 
$2,619,428 


Recent 


High 
19% 15 








volume of traffic and earnings will be 
appreciably better. While continued 
regulation of the oil industry by Gov- 
ernment and State bodies would seem 
to preclude any material increase in the 
shipment of petroleum products, the 


moved from dividends. As a specula- 
tive vehicle, however, the shares would 
seem to possess better-than-average pos- 
sibilities for future appreciation in 
value. In a period of rising earnings, 
the high factor of leverage for the com- 
mon shares will have a tendency to en- 
hance their speculative value. 


with only 52% of such charges in 
1932. Traffic movement in the early 
weeks of the current was accelerated 
by the extreme cold weather and in 
January, income was sufficient to cover 
fixed charges for the month. This im- 
provement doubtless continued through 
February and March. 

Financial position of Lehigh Valley 
could stand material improvement. 
Current liabilities of $11,030,279 were 
larger by $2,555,431 than current ay 
sets at the end of last year. Borrow 
ings from the RFC totalled $5,500, 
000. With no early bond maturities, 
the road is under no financial pressure 
and faith in its responsibility was evi 
denced by the P W A in granting loans 
aggregating $2,740,000 for the recondi- 


tioning of equipment and the construc: - 


tion of five new locomotives. 

The speculative position of the com: 
mon stock at the present is rather ap 
parent and dividend expectations must 
be tempered by the obvious necessity of 
improving finances before consideration 
can properly be given to the resump- 
tion of payments to common sharehold 
ers. On the other hand, the territory 
in which the road operates is one which 
will reflect rapidly the rate of business 
revival, under which circumstances no 
considerable time would be required 
to strengthen the financial position of 
the road and enhance the equity 
value of the common stock. On 
the whole, the speculative character 
of the shares is not without compen 
sating factors. 


higher prices now in effect should 
make for a large aggregate movement 
of freight into oil territories. A similar 
result should materialize from a more 
normal wheat crop in the Southwest. 
Kansas City Southern operates less 
than 900 miles of road, practically all 
of which, however, is main line serv 
ing a territory abounding in natu 
resources. Although the road is de 
pendent to no small extent upon the 
movement of wheat and _ petroleum 
products, nevertheless, the bulk of the 
freight tonnage commands a relatively 
high tariff. Moreover, the road has af 
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important competitive advantage due 
to the fact that it offers the shortest 
mute from Kansas City to the Gulf 
of Mexico. Capitalization is such that 
it is readily supportable by normal 
arnings, and prior to 1932 coverage 
for fixed charges was quite satisfactory. 
Funded debt, at the end of 1932, was 
jightly more than $65,000,000, fol- 
lowed by 210,000 shares of 4% pre- 
ferred and 300,000 shares of common 
tock. Dividends on the preferred 
shares were omitted last June but are 
not cumulative. 

One of the distinguishing features of 
Kansas City Southern has been the abil- 


erated by the Pere Marquette, 

1,700 miles are located in the 
State of Michigan, serving most of the 
important cities, including Detroit and 
Grand Rapids. As a result, the bulk 
of the freight tonnage transported is 
made up of automobiles and trucks and 
the various accessories and commodi- 
ties which enter into their manufacture. 
Although bituminous coal and other 
industrial items enter into the division 
of the road’s traffic, Pere Marquette is, 
to a considerable degree, dependent 
upon automobile industry and earnings 
have been susceptible to the fluctuating 
production of automotive products. 

It was the latter condition which en- 
abled the road to show an increase in 
trafic last year, better than that shown 
by the Class I roads as a whole. While 
actually gross revenues gained less than 
$500,000, a moderate reduction in op- 
erating costs together with a fairly sub- 
stantial decrease in taxes resulted in a 
38% coverage for fixed charges. 
In 1932, the road was able to earn 
only 21% of fixed charges. Thus far 
in the current year the improvement 
has been more pronounced. In January 
there was a surplus, after charges, of 
$2,330, as compared with a deficit of 
$229,000 in January, 1933. In the 
frst eight weeks, trafic was nearly 
19% ahead of the same period of 
hst year. Here again the showing was 


Gy the 2,265 miles of railroad op- 


OR the most part the trend of 

business in Canada last year cor- 

‘sponded with that for the United 
States. Of twelve important business 
indicators, ten advanced over the pre- 
vious year and only two—building per- 
mits and grain trade*—made adverse 
comparisons. Moreover, the current 
year began auspiciously. Steel produc- 
tion in January was 25% ahead of De- 
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ity of the road to maintain a comfort- 
able financial position. At the end of 
1933, current assets exceeded current 
liabilities by approximately $1,200,000. 
Although cash account was depleted 
somewhat last year, this item stood at 
$845,000 at the beginning of 1934. 
The road has contracted no loans and 
there are no important bond maturi- 
ties for sixteen years. Investments, 
consisting for the most part of high 
grade railroad bonds, were carried at 
$7,222,000. 

The volume of traffic thus far this 
year has been larger than in the same 
weeks of 1933, although the percentage 


Pere Marquette 








Net Operating Income 
1931 19382 1933 
$1,284,565 $325,472 $1,724,456 
1934 Price Range (5% Pfd.) 
High Low Recent 
30 164% 25 








somewhat better than the average and 
the influence of increased activity in the 
automobile industry is clearly visible. 

Pere Marquette is capitalized at less 
than $75,000 per mile of road operated, 
including leased mileage, a rate which 
is comparatively low in relation to the 
capitalization of other representative 
Eastern roads. Funded debt, including 
$3,000,000 owed to the R.F.C. is ap- 
proximately $82,000,000, or about 
54% of total capitalization. Stock 
capitalization comprises 112,000 shares 
of 5% prior preferred stock, 124,- 
290 shares of 5% preferred stock 
and 450,460 shares of common stock, 
all of $100 par value. Dividends 
on both classes of the preferred shares 
were omitted in the final quarter of 
1931 and accumulations now amount 
to $12.50 per share. Dividends amount- 
ing to as much as $8 annually were 
paid on the common from 1927 through 
1930. 

Finances of the road, although ob- 
viously in need of improvement would 
seem adequate to preclude any serious 


Canadian Pacific 








Net Operating Income 
1932 1933 (Prel.) 
$20,089,984 $20,862,105 


1934 Price Range 


1931 
$25,682,872 


High Recent 
18% 1 


Low 
12% 8 








cember; automobile production was the 


largest for that month since 1930; pro- 


of gain was lower than the average for 
railroads as a whole. This discrepancy 
should disappear in the ensuing months 
In the meantime, lower taxes and con- 
tinued control of operating costs will 
tend to keep net operating income at 
levels comparing favorably with last 
year. While the common shares can- 
not be said to offer anything spectacu- 
lar in the way of speculative possibili- 
ties, as an equity in one of the most 
strategically located and efficiently op- 
erated railroad properties in its terri- 
tory they merit favorable consideration, 
at recent quotations, for longer term 
acquisition. 


crisis. Current assets, at the end of 
1933, were exceeded by current liabil- 
ities to the extent of $882,000, the lat- 
ter amounting to $6,355,216. Cash of 
about $3,000,000 would seem sufficient 
for immediate needs and progress is 
being made in cutting down loans and 
bills payable. 

Due to the nature of the capital set- 
up of Pere Marquette, there is a wide 
leverage factor for the various classes 
of stock, creating the possibility of 
rapidly mounting earnings, on a per 
share basis, once income is sufficient to 
fully cover fixed charges. This con- 
dition enhances their speculative appeal. 
Neither of the preferred issues com- 
mands an active market, owing to the 
comparatively small amount of stock 
outstanding, but aside from this objec- 
tion both classes of preferred hold out 
interesting possibilities for price appre- 
ciation. Naturally, the accumulated 
dividends of $12.50 a share on the pre- 
ferred stocks give them an advantage 
over the common which would seem to 
outweigh the more active market for 
the junior shares, albeit resumption of 
payments will doubtless await further 
improvement in the road’s earnings 
and financial position. Selling about 
ten points lower than the prior pre- 
ferred and with a larger number of 
shares outstanding, the 5% preferred 
is the more desirable commitment at 
this time. 


duction for export was the largest since 
September, 1930; and in some of the 
more laggard industries there were defi- 
nite signs of revival. The Canadian 
Pacific organization in its vast ramifica- 
tions is so closely identified with the 
important industrial and commercial 
activities of the Dominion of Canada 
that the progress of the company, per- 
(Please turn to page 640) 
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Five Preferred Stocks of 
Large Promise 


Issues of Sound Companies Favored by Rising Earnings— 
Payment of Accumulated Dividends Ultimately Probable 


By Staniey Devin 





say that these issues are radi- 





NDER the title, “Pre- 
ferred Stocks as Attrac- 
tive Speculations,” THE 

MAGAZINE OF WALL STREET, 
in the issue of January 6, 
1934, discussed a group of 
preferred stocks to which in- 
teresting speculative possibili- 
ties attached by reason of im- 
proved earnings and prospects 
and the existence accumulated 
unpaid dividends in varying 
amounts. In the compara- 
tively short space of time 
which has elapsed since that 


Preferred stocks seldom attract active specu- 
lation, yet in some such issues the possibility 
of price appreciation is as broad as that in many 
common stocks and, in addition, is more solidly 
founded. In many instances the first rewards 
of recovered corporate earning power will go 
to holders of preferred issues on which divi- 
dends hav accumulated. Five issues meriting 
speculative consideration are analyzed in this 
article. 


cally speculative, involving ex- 
cessive risks, but for reasons 
which will be apparent they 
are unsuited to the investor 
who must receive an assured 
return from his funds. All of 
the companies represented ar: 
large and well established or 
ganizations and, barring a 
major setback in the current 
business revival, they would 
appear well situated to register 
further gains in business and 
earnings this year. Further: 





more, it will be noted that the 





discussion appeared, all of the 
issues mentioned have gained 
substantially in value, and, in some in- 
stance, holders were rewarded with 
dividends paid against accumulations. 
Further examination into the status of 
representative preferred stocks discloses 
a number of issues in a favored posi- 
tion which, however, have not as yet 
fully reflected their possibilities market- 
wise. Five such issues have been 
chosen for brief analysis herewith. 

Normally, the preferred _ stock 
worthy of its rank offers little or no in- 
ducement to speculative funds. With 
dividends and liquidating value limited 
to prescribed amounts, and with the 
existence of redemption features in fre- 
quent instances, the value of the aver- 
age preferred stock is determined 
largely on an income basis. In other 
words, the market value is generally 
such as to yield a rate of income com- 
patible with the earning power and fi- 
nancial standing of the issuing com- 
pany. Exceptions, of course, must be 
made for those preferred issues which 
carry an active convertible or partici- 
pating feature. 


Paying Off Accumulations 


The financial and economic events 
of the past several years, however, rele- 
gated no small number of preferred 
stocks to the ranks of undisguised 
speculations. Dividend casualties, par- 
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ticularly among the medium grade is- 
sues, were heavy. Not all preferred 
stocks make provisions for cumulative 
dividends but this feature is incorpor- 
ated in nearly all of the issues worthy 
of speculative favor. Confronted with 
the obligation of liquidating unpaid 
dividends before any payments may be 
made to common shareholders, the na- 
tural desire on the part of a company 
management to eliminate accumulations 
and resume regular payments may be 
taken for granted. Aside from the in- 
terests of common stockholders, this 
would be good business procedure in the 
interests of the company’s credit 
standing. Not always in the past have 
companies with back dividends due on 
their preferred stock discharged these 
payments in cash but have elected to 
compensate preferred stockholders by 
issuing additional shares, either pre- 
ferred or common, to them. This 
method might be the more desirable in 
the case of a company able to resume 
regular payments but without sufficient 
liquid resources to permit the full pay- 
ment of accumulations in cash. Such 
procedure, however, by no means de- 
tracts from the speculative merit of a 
particular preferred stock. 

The choice of preferred stocks for 
this discussion, as in the previous one, 
has been made with the speculative pos- 
sibilities frankly in view. This is not to 


amount of accumulated divi 
dends is not particularly large in any 
instance and, therefore, their liquida: 
tion would seem to present no insur’ 
mountable problem, with anything ap- 
proaching normal earnings. As in the 
case of any speculative vehicle, the pres 
ence of unpredictable factors must be 
conceded, but the fact remains that in 
the case of those issues in question the 
weight of statistical evidence is defin 
itely on the constructive side. 


From Loss to Profit 


Associated Dry Goods Corp., oper 
ates a chain of eight department stores, 
including Lord & Taylor and James 
McCreery, two of the more prominent 
department stores in New York City. 
In addition, two stores are operated in 
Buffalo and one each in Baltimore, 
Minneapolis, Newark and Louisville 
Until 1931 none of these units oper 
ated at a loss and both of the New 
York units have been — successful 
throughout the depression in keeping 
operations on the profitable side of the 
ledger. Losses incurred by the other 
stores were responsible for the net los 
ef nearly $2,000,000 sustained in 
the 1932 fiscal period. In Augus, 
1932, dividends were omitted on the 
6% first preferred and 7% sx 
ond preferred stocks, and as of March 
1, last, accumulations amounted 


THE MAGAZINE OF WALL STREET 





e radi: 
ing ex- 
reasons 
it they 
nvestor 
assured 
All of 
ted ar: 
red or: 
‘ing a 
Surrent 
would 
register 
ss and 
urther- 
hat the 
1 divi 
in any 
iquida: 
insur’ 
ng ap 
in the 
e pres: 
ust be 
hat in 
on the 


defin: 


eping 
of the 
other 
ot loss 
din 
u ’ 
ny 

sec’ 
March 
od to 


REET 


$10.50 and $11.25 per share respect- 
ively. 

The company’s report for the past 
fiscal year, ended January 31, 1934, 
has not as yet been published but the 
favorable turn in the affairs of depart- 
ment stores generally last year suggests 
that Associated Dry Goods operated at 
a moderate profit. Operating costs 
have increased due to compliance with 
NRA codes but the percentage of 
mark-ups in retail prices has been rela- 
tively larger. Both unit and dollar 
sales should be appreciably better this 
year, effecting a corresponding im- 
provement in net earnings. Add to 
this the company’s strong financial posi- 
tion and the prospects of early action 
toward the liquidation of preferred 
dividends appear hopeful. There are 
136,764 shares of first preferred and 
63,901 shares of second preferred out- 
standing. While the larger amount of 
the senior issue outstanding gives it a 
more active market, the larger accumu- 
lations and the lower current market of 
the second preferred shares give the 
latter the greater measure of specula- 
tive attraction. 


A Promising Steel Issue 


Although Wheeling Steel is one of 
the smaller steel companies, it has, 
nevertheless, given a good account of 
itself. In the years 1920-1928, average 
earnings were equal to $3.35 per share 
for the common and in the peak year, 
1929, the junior shares earned $13.49. 
In 1930, per-share earnings for the 
common dropped to 9 cents and in each 
of the following years, the company 
incurred a deficit. Last year the com- 
pany staged an impressive comeback 
and the net loss totalled only $284,430 
—or about 8% of the loss in 1932. 
The showing last year may be attrib- 
uted largely to the fact that the com- 
pany specializes in the lighter finished 
forms of steel, much of which goes 
into direct retail consumption. Free- 
dom from dependence upon the heavier 
industries should facilitate consid- 
erably the revival of the company’s 
earning power. Financial position is 
excellent, with current assets in excess 
of $26,000,000 as 


ating loss of approximately $10,000,- 
000 in the same period. Dividends on 
the 380,797 shares of 6% preferred 
stock were omitted early in 1932 
and total back dividends accumulated 
to April 1, this year, amount to $15 a 
share. Viewed in the light of the bet- 
ter outlook for business as a whole, and 
the steel industry specifically, this year, 
expectations that the company will re- 
sume dividends on the preferred shares 
would seem well founded. 


An Office Equipment Leader 


Remington Rand, Inc., one of the 
leading producers of office equipment 
and business machines, recently re- 
ported the largest backlog of unfilled 
orders on its books in two years. Sales 
have shown a consistent upturn since 
the banking holiday last year and the 
improvement in the early months of the 
current year was particularly pro- 
nounced. As a result, it is quite likely 
that the company will end its fiscal 
year on March 31, 1934, with sufficient 
earnings to meet all fixed charges and 
regular dividends on both classes of 
preferred stock. For the nine months 
to December 31, last, profits were equal 
to $3.53 a share on the 7% first pre- 
ferred stock, contrasting with a loss 
of $1,700,000 for the same period of 
1932. Current assets at the end of last 
year, including nearly $5,000,000 in 
cash amounted to $22,410,464, while 
current liabilities were less than $2,- 
000,000. Funded debt totalled $17,- 
503,000 and sufficient debentures are 
held in the company’s treasury to meet 
sinking fund requirements for the next 
5Y4 years. The first preferred stock is 
outstanding in the amount of 156,950 
shares, on which accumulated dividends 
will amount to $17.50 on April 1, re- 
quiring only $2,750,000 to liquidate in 
full. With the affairs of the company 
definitely on the mend, the first pre- 
ferred shares would seem in line for re- 
sumed dividends, as well as payments 
against arrears later this year. 

The Shell Union Oil Corp. repre- 
sents the Royal Dutch-Shell interests in 
this country. Seeking to extend its 
scope and prestige, the company em- 


barked upon an extensive program of 
expansion necessitating an increase of 
$166,000,000 in capital obligations dur- 
ing the years 1926-1929. Unfortu- 
nately, however, the program culmi- 
nated at the peak of the late boom and 
the company has since had no oppor- 
tunity adequately to demonstrate its 
earning power under normal conditions. 
In 1932, the company sustained an op- 
erating loss of $4,288,496, and in the 
first half of 1933, due to practical de- 
moralization of the oil industry, suf- 
fered a loss of over $14,000,000. As 
the year entered the second half, the 
industry, aided by the oil code, under- 
went a decided turn for the better. A 
profit of more than $4,500,000 in the 
third quarter cut down earlier losses 
and, judging from the experience of 
other oil companies, operations in the 
final three months doubtless returned 
a profit. The full 1933 report has not 
been published. Despite the large 
losses since 1929, net operating income, 
before depreciation and depletion, has 
been large, thereby permitting the com- 
pany to effect a considerable reduction 
in funded debt without seriously de- 
pleting liquid resources. Cash, or its 
equivalent, alone was in excess of cur- 
rent liabilities at the end of last Sep- 
tember. The reduction of more than 
$35,000,000 in bonded indebtedness 
has effected a corresponding improve- 
ment in the position of the 400,000 
shares of 51%2% preferred stock, on 
which no dividends have been paid 
since July 1, 1931. Accumulated divi- 
dends on April 1 will amount to 
$15.12. Recently the company obtained 
the sanction of stockholders to acquire 
shares of the preferred stock out of 
capital for retirement, a move which 
in all probability was inspired by the 
desire to facilitate the liquidation of ac- 
cumulations and the .resumption of 
regular dividends on the senior shares. 
Subject only to the rapid changes char- 
acteristic of the oil industry, it is a 
reasonable assumption that the current 
year will witness no interruption in the 
trend toward improvement now evident 
in the company’s affairs. 

The report of Armour & Co., of 
Illinois for the last fiscal year (October 
28, 1933) revealed 
a profit of $8,850,- 





against current 





liabilities of $3,- 
243,000 at the end 
of last year. Of ° 
particular _ signifi- 
cance is the fact 
that charge-offs for 
depreciation and 
depletion aggre- 
gated $21,000,000 
for the past four 
years as compared 
with a total oper- 
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000 the best show- 
ing made by the 
company since 
1928. After allow- 
ing for guaranteed 
dividends, net in- 
come was equiva- 
lent to $8.72 a 
share for the 572,- 
313 shares of 7% 
(Please turn to 
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Skies Brighten for Railroad 
Equipment Builders 


Dearth of Railroad Buying in Recent Years 
Means Large Orders When the Tide Turns 


HEN American railroads, ac- 
customed to install one, two, 
or even three thousand loco- 

motives a year, actually put in opera- 
tion one single, solitary locomotive 
among them all in a twelve-month 
period, the nadir has been reached. Are 
the roads still using locomotives? By 
the same token it is pertinent to ask 
whether they are still using freight and 
passenger cars. There are few enough 
signs of it. Last year, 1,879 freight 
and 147 passenger cars were installed, 
figures representing a successive annual 
decline from the 77,000 freight and 
1,700 passenger cars put in operation 
during that year of comparative de- 
pression, 1930. 

Naturally, with its principal custom- 
ers as feeble as this (there are always a 
few small miscellaneous orders from 
sawmills, plantations and the like) the 
manufacturers of railroad equipment 
have been among the worst sufferers of 
the past several years. It is not even 
as if they obtained from the railroads 
all the latters’ meager business, for 
much equipment— 
mostly freight cars— 


By J. C. Cuirrorp 


equipment something more than an 
artificial willingness to buy, or offers of 
loans: one needs traffic. Unless cur- 
rent and prospective volume of traffic 
justifies it, a railroad, however rich it 
be or however much someone in Wash- 
ington wants it to do so, it is not going 
to seriously entertain the purchase of 
equipment. Nor without traffic are 
the railroads more than academically 
interested in the well-founded claims of 
the equipment makers that modern 
equipment will show great and varied 
economies. 

But as soon as trafic commences to 
increase, the picture changes immedi- 
ately. Not only do the roads find 
physical difficulties in moving heavier 
trains with obsolete and worn-out 
equipment, but the money with which 
to buy new begins to come in. Even 
though the increase in revenues be not 
particularly large in itself, the roads 
“see daylight at last” and are willing 
to borrow where before they turned 
down proffered loans. 

It is exactly this that has happened. 


For 1925-1929, the five-year average of 
revenue carloadings was around 52,- 
000,000. In 1930, the actual showing 
was 45,720,000, while in 1932 they fell 
to 28,180,000. Last year, however, 
marked the turn and revenue carload- 
ings rose to 28,960,000. While this 
was not sufficient to enable the coun- 
try’s railroads as a whole to cover their 
fixed charges, it nevertheless was neces- 
sary to do at least a degree of equip- 
ment modernizing. Here, the Public 
Works Administration stepped in and 
so far as one can judge no road in the 
past few months disposed to buy new 
equipment has been deterred by the 
difficulty of obtaining the money with 
which to do so. 

Perhaps some specific examples will 
help to bring home the improved out- 
look for the hard-hit equipment manu- 
facturers. Contracts actually signed 
include a loan to the Pittsburgh & West 
Virginia for the purpose of, buying 
three locomotives, ordered from the 
Baldwin Works; a loan to the Erie for 
3,775 freight cars and 133 passenger 

cars, a loan to the 
Lehigh Valley for five 
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borrowers’ own shops. The St. Paul 
and the Lehigh, for example, propose 
to spend part of their allotment in this 
way. Also, part of it will go in main- 
tenance of way and structures and 
this, of course, means nothing to the 
makers of rolling stock and locomotives. 

Nevertheless, despite this, the fact 
remains that the volume of independent 
equipment business is running far 
ahead of last year, of 1932, and of 
1931. Moreover, the predominant fac- 
tor in the outlook, railroad traffic, con- 
tinues very definitely favorable. For 
the week ended March 17, last, car- 
loadings set a new 1934 high. So 
far this year, carloadings have been 
about 20% better than 1933. Further 
improvement from this point necessari- 
ly must mean an even greater volume 
of equipment orders, financed perhaps 
by additional government loans, or, if 
the present limitations 
should remain, there 


stream-lined passenger trains is increas- 
ing, this phase of the company’s busi- 
ness will hardly become an important 
factor in the very near future. Ameri- 
can Locomotive, however, is ready for 
it when it does develop. 

Like American, Baldwin also has 
diversified in recent years. More than 
a 50% control of the Midvale Co. 
gives it an interest in bar steel, ord- 
nance and armour while the South- 
wark Foundry & Machine Co., an- 
other subsidiary, makes a varied line of 
special machinery. Among the orders 
received by Baldwin this year is one for 
ten passenger locomotives from the 
Northern Pacific and three Mallet-type 
from the Pittsburgh & West Virginia. 
It has just been announced that Bald- 
win’s bookings in February amounted 
to $2,336,000, or more than in any 
month since June, 1931. 


self very much to the railroad field al- 
though, within this field, recently there 
has been some diversification. The 
company has engaged actively in in- 
stalling air-conditioning machinery 
both in its own cars and those of other 
companies and has built also two of the 

new light weight, stream-lined trains. 

The business of American Car & 
Foundry has registered great improve- 
ment this year and it appears to be ob- 
taining its full share of the recent 
equipment activity. It is believed that 
this company’s sidelines—carburetors, 
motorboats and buses—have not been 
generally profitable, but these divisions 
will, of course, loom less important as 
its real business revives. 

Pressed Steel Car, operating under 
receivership from May, reported a loss 
of nearly $900,000 at the end of the 
year. The company lacks working 

capital and the out- 
look is naturally 





would seem to be no 
insurmountable difhi- 
culty in the way of 
private financing. 
Equipment trusts at 
one time were con- 
sidered the best of 
security and with in- 
creased trafic and 
revenues they might 
well be held in their 
old esteem—and sold, 
Security Act, or no 
Security Act. 
Manufacturers of 
railroad equipment 
fall logically into three 
groupings (1) build- 
ers of locomotives, 
(2) builders of cars, 
both freight and pas- 
senger, and (3) mis- 
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somewhat obscure. It 
is conceivable, how- 
ever, in the event that 
the buying of railroad 
equipment become 
really urgent, that the 
company be given a 
new lease on life. 
Finally, mention 
must be made of that 
large group of rail 
road equipment com- 
panies whose activi- 
ties can hardly be 
classified ‘as has been 
the case with the 
manufacturers of roll- 
ing stock. The refer- 
ence is to such com- 
panies as Westing- 
house Air Brake, 
General Railway Sig- 








cellaneous manufac- 
turers. In group 1, 
the two important members are Ameri- 
can Locomotive and Baldwin Locomo- 
tive. Both of these companies lost 
money in 1931, 1932 and 1933—as did 
nearly every other maker of railroad 
equipment—but despite this both are 
in good financial condition and physi- 
cally capable of caring for the business 
that is developing. 

American Locomotive is rapidly be- 
coming something more than a loco- 
motive builder. Commencing to diver- 
sify operations in 1926, the company 
now produces diesel and gasoline en- 
gines, heat and oil-cracking equipment. 
It is also not above doing a little con- 
tracting, bridge work, power installa- 
tions and the like. So far this year, 

erican Locomotive has received or- 
ders for fifteen freight engines and two 
other locomotives are destined for Mex- 
ico. While interest in light-weight, 
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In the second group, the makers of 
cars, the principal units are Pullman, 
American Car & Foundry and Pressed 
Steel Car. Like the locomotive group, 
all these companies lost money last year 
—at least they did if the estimate for 
Pullman is not sadly in error. Pullman 
is the most important of these compan: 
ies and by far the strongest financially. 
Currently it possesses some $36,000,- 
000 in cash and United States Govern- 
ment securities and there has been little 
impairment of financial position despite 
the continued payment of quite a lib- 
eral unearned dividend. The com- 
pany’s manufacturing division has re- 
ceived substantial car orders this year 
and it might be noted that the trans- 
portation division reported a very fair 
net profit for January, compared with 
losses for the same month in the two 
years previously. Pullman confines it- 


nal, General Ameri- 
can ‘Transportation, 
American Brake Shoe & Foundry and 
American Steel Foundries. Although 
these companies as a group hardly suf- 
fered as much in the depression as did 
the manufacturers of rolling stock as a 
group, the same influences that affected 
the latter were also adverse to the 
profitable activities of the specialty 
manufacturers. Likewise, however, 
they will undoubtedly benefit from the 
same general conditions that are bene- 
fiting, and promise to still further bene- 
fit, the manufacturers of rolling stock. 
Air brake equipment: will be in demand 
for the locomotives, the freight cars and 
the passenger cars that are currently 
being ordered. It might be noted also 
that air brake equipment is still sold 
by an outside manufacturer whether or 
not the cars be made in a road’s own 
shops or not. Situated similarly to 
(Please turn to page 638) 
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The Dairy Stocks 


Reporting earnings for 1933 consid- 
erably under those of 1932, both Na- 
tional Dairy Products and Borden are 
substantially agreed upon the cause of 
their trouble. The president of Na- 
tional Dairy said “During the first nine 
months of the year your corporation 
more than earned its dividend, but the 
last quarter was a poor one. . . . at the 
end of December butter and cheese 
were at the lowest prices in the last 
twenty-five years, resulting in an inven- 
tory loss. . . . absorb extra costs due to 
the NRA.” The president of Borden 
said “. . . the most chaotic and alto- 
gether unsatisfactory situation with 
which the milk distributing industry 
has ever had to cope . . . violent price 
collapse in mid-December (butter) . . . 
lack of enforcement is largely due to 
inherent weaknesses in control laws 
and regulations.” It should be noted, 
however, that both companies are still 
more than ordinarily strong financially 
and are in a position to withstand a 
further period of unsettlement. Na- 
tional Dairy’s profit last year was equi- 
valent to $1.01 a common share, com- 
pared with $1.88 in the previous year, 
while Borden earned $1.05 a common 
share in 1933 against $1.71 in 1932. 


* * * 


One Way of Achieving Protection 


In the good old days when corporate 
earnings rose steadily year by year, it 
was the custom of stockholders to take 
little or no interest in the running of 
the business. They reasoned — now 
proven somewhat illogically—that so 
long as earnings bettered it was enough. 
The countless revelations of companies 
being run for the benefit of the officers 
and not the stockholders which have 
come to light over the past few years 
has caused a distinct change of atti- 
tude. The real owners of the business 
are now more interested than they 
ever were. They are writing pertinent 
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and sometimes scathing letters to their 
officers. They even turn up at annual 
meetings (unheard of event) with quite 
a little to say. An interesting example 
of this occurred the other day when a 
minority group of stockholders set up 
such a verbal barrage at the annual 
meeting of the Fisk Rubber Co. that 
they forced the abolition of the twelve- 
thousand-dollar chairman of the board 
job. Whether or not the chairman did 
enough work for the money he was 
paid is beside the point. The point is 
that the stockholders turned up at the 
annual meeting and did according to 
their lights—which, of course, is as it 
should be. 


*x* * * 


Corporate Generosity 


The disposition of corporations to 
pay out a greater proportion of their 
earnings to stockholders is growing 
apace. There is no longer the old 
tendency to hoard earnings for expan- 
sion, speculation and other purposes. 
Officers even make statements to the 
effect that they propose to distribute 
to stockholders practically all earnings. 
Evidence of the new corporate gen- 
erosity is to be found almost every day. 
U. S. Smelting has just declared an 
extra dividend of $1 on top of the 
regular quarterly rate of 25 cents. 
Three months ago this company paid an 
extra of $3.50. Recently, Alaska Jun- 
eau and Abraham & Straus each came 
through with a 15-cent extra; Ameri- 
can Brake Shoe and Bohn Aluminum 
lifted their annual rate; Continental 
Oil initiated dividends by declaring 25 
cents; Fisk Rubber acted similarly in 
regard to its preferred, and so on down 
the line. Not the least interesting re- 
sult of this effort to distribute as much 
as possible to stockholders is that we 
are getting away from the old Ameri- 
can characteristic of having regular 
dividend rates which, for the best com- 
panies, were almost as assured as the 
return from a good bond. The drift 
to the European system of declaring 
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dividends irregularly and as earned is 
unmistakable. Dozens of companies 
within the past few months have de- 
clared a dividend, phraseology which 
means:—"We are being as generous as 
we can, but are unable to give assur- 
ance that the same course can be fol- 
lowed three months from now.” 


* * * 


W orthwhile Economy 


The railroad stock and bond holder 
will have no quarrel with the sugges- 
tion that the railroads form two na- 
tional competing services, owned by 
them but under separate management, 
which will handle less-than-carload 
merchandise on a “pooled” basis for 
door-to-door delivery. Such services 
should result in important economies in 
operation and at the same time should 
be an efficient weapon in helping to 
counteract the ravages of independent- 
ly-operated trucks. 


* * * 


Good News of the “Tobaccos” 


Cigarette production in January was 
33% ahead of the’ previous January, 
while February was 16% ahead of 
February, 1933. For the first two 
months of this year production passed 
the twenty-billion mark for the first 
time in history. Not even the first two 
months of glamorous 1929 reached this 
output. Furthermore, every other im- 
portant division of the tobacco industry 
in the first two months of this year 
registered substantial gains over the 
corresponding previous period. While 
recognizing that manufacturing costs 
have increased, this increase in volume, 
coupled with higher selling prices for 
many lines, would indicate that this 
year was not to be as lean as last for 
the tobacco companies. Last year’s per 
share earnings were $3 for American 
Tobacco, $4.84 for Liggett & Myers 
Tobacco and $2.12 for Reynold’s To 
bacco. 
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the Pulse of Business 


— More Help for Silver 


TATISTICAL reports of 
business received during 
the past fortnight con- 

tinued to be almost uni- 
formly favorable, especially 
when compared with the de- 
moralized conditions of a 
year ago. This year, how- 
ever, improvement is greater among the heavy industries 
than in consumers’ goods, as may be inferred from the New 
Orders graph which indicates that the average volume of 
incoming business in that field is over twice as heavy as last 
year. New construction contracts let in February were, to 
be sure, only 83.5 per cent larger than during the corre- 
sponding month of the previous year, in contrast with the 
peak increase of 155 per cent reported in December; but 
this mild recession has been more than offset by phenomenal 
gains in other lines. 

Sales at retail continue to reflect expansion in the coun- 
try’s payrolls, though gains over last year are not so startling 
as in the heavy goods industries, especially on a unit volume 
basis of comparison. For the month of February, chain 
store sales were 14.5 per cent higher than a year ago in 
dollar totals; with the mail order group showing a 38 per 
cent gain; specialties up 36 per cent; shoes up 24 per cent; 
drugs, 20 per cent; variety stores, 12 per cent; and grocer- 
ies, 8 per cent. For the most part these gains in dollar 
sales mean increased profits; but not a rising natural de- 
mand for labor—better dollar sales having been accompan- 
ied by a diminishing unit volume, because of rapidly rising 
prices. Retail food prices, for example, are 19 per cent 
higher than a year ago, on an average; so that an 8 per cent 


— Steel Activity Holds 
— Rising Gasoline Demand 
— Shoe Production Up 
— Radio Sales Improve 


rise in dollar sales of grocer- 
ies betokens a 9 per cent drop 
in tonnage sales. Among the 
department stores we find a 
similar situation, with dollar 
sales up 16 per cent while 
unit sales are off 9 per cent. 

This backward tendency 
in the physical movement of consumers’ goods into final 
hands is confirmed by the failure of freight car loadings in 
less than carload lots to show any material improvement 
ever a year ago. In view of the circumstance that payrolls 
are rising much faster than the cost of living, this would 
seem to indicate that people are devoting a considerable por- 
tion of their rising incomes to paying off old debts, or build- 
ing up their savings and investment accounts. Such a con- 
clusion appears to be further supported by THE MAGAZINE 
OF WALL STREET'S employment and payroll indexes, which 
point to little change in real wages during the past year. 
Evidently, if there is a buyers’ strike now on account of 
high prices, it is voluntary and not compulsory; since the 
public is not spending all it earns. 

Following the lead of our New Orders graph, the Busi- 
ness Activity index has advanced beyond the peak of last 
July to a new high level. Expressed in terms of normal, 
the country’s physical volume of production, distribution 
and trade has risen to 78 per cent, which is a full point 
above the previous high peak on the recovery. In view of 
the circumstance that comparison now is with the period 
last year when all banks and the exchanges were closed, 
and that comparisons during the coming months of April, 
May and June will be with a period of rapidly mounting 
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production, it may be expected that this index will soon be- 
gin to recede again. This does not necessarily foreshadow 
a reaction in the actual volume of business. A decline in 
our index might signify merely that current business activ- 
ity is not so much better than a year earlier as it was during 
the month of March. It is of course quite obvious that con- 
ditions can not be expected to improve indefinitely at the 
present phenomenal rate of 38 per cent per annum. In fact 
the principle here involved is already at work in our Raw 
Material Price index, which has declined considerably since 
our last issue, for the chief reason that comparisons are al- 
ready being made with a period last year when prices had 
begun to advance sharply. 


The Trend of Major Industries 


STEEL—Larger specifications from the railroads and 
other consumers have tended to offset a withholding of new 
orders by motor car makers on account of the threatened 
strike; so that the steel operating rate has held about steady 
at 48 per cent during the past fortnight. Anticipation of 
a probable demand for shorter hours and higher wages at 
coal mines when the present labor agreement expires on 
April 1, has caused rather heavy advance orders from users 
who fear that greater fuel costs may necessitate higher 
prices for steel. Investors who hold securities of the vari- 
ous steel companies have been rather disturbed by the Fed- 
eral Trade Commission’s complaint that producers have used 
the steel code as a means of monopolistic price fixing. Pos- 
sibilities that the industry itself may experience labor 
troubles have caused a slackening in demand for steel scrap 
and a consequent softening in price. 


METALS—The chief news item in non-ferrous metals 
since our last issue was introduction in Congress of the Dies 
Silver Purchase bill, and the ensuing flurry in price of the 
white metal up to 46 cents. This measure, if passed, 
would obligate the President to accept foreign silver, at a 
premium of 10 per cent to 25 per cent above the world mar- 
ket price, in payment for exports of our surplus agricultural 
products. Against silver so imported, the Treasury would 
have to issue a like volume of silver certificates. The bill is 
thus potentially inflationary, even though the stimulating 
effect upon silver prices 


lowable of 2,366,000 barrels for April and May. Texas, 
however, held to its quota, while California and Oklahoma 
ran over by an aggregate of 61,000 barrels. The excess of 
these two states above the new Federal allowable was 32,000 
barrels. Although domestic consumption of gasoline is run- 
ning about 13 per cent ahead of last year, motor fuel stocks 
continue to mount and are now 44 million barrels above last 
year. The industry is petitioning the oil administrator to 
take steps to cut down the run to stills. The Administra- 
tion is planning new laws to curb the production of crude 
permanently, and to ensure wider spacing of wells. Con- 
sidering that the Mid-Continent price of crude is now nearly 
four times as high as the record low of 25 cents a barrel ob- 
taining a year ago, earnings of the chief producers and re- 
finers during the next few months. should make a remark- 


‘ably favorable comparison with last year’s poor showing. 


TIRES—Tire manufacturers are doing better than last 
year at the present time; partly because sales are in larger 
volume, along with the expansion in new car output, and 
partly because most of the companies have large inventories 
of cotton and crude rubber acquired at much lower prices. 
The recent outbreak of a new price war in Eastern territory, 
however, has directed attention to the need for a code 
among dealers, which has not yet been agreed upon. 


SHOES—Shoe production in February was about 10 per 
cent ahead of last year; but weakness in hide prices over the 
past few months can not be regarded as a healthy indication 
of the fundamental condition of the industry. 


RADIO—The trade estimates that 3,806,000 receiving 
sets were sold last year, an increase of 45 per cent over 
1932. The dollar volume of sales at retail, however, 
amounted to about $213,000,000, an increase of only 17 
per cent because of drastic price reductions. Tube sales rose 
to 55,600,000 valued at $56,600,000. 


Conclusion 


Except for threatened labor trouble and the rather dis 
turbing character of pending legislation, which has occa: 
sioned a moderate set-back in the Common Stock Index, 
business developments 
during the past fort- 





may not be so great as 
anticipated by its spon- 
sors. World surplus of 
refined copper dropped 
38,000,000 pounds 
during February; but 
the price remains un- 
changed at 8 cents 
domestic, and 8!% cents 
for export, owing 
partly to a lull in for- 
eign demand arising 
from fears of a motor 
strike here which might 
cause us to dump 
stocks abroad. 


PETROLEUM— 
Daily production of 
crude during the past 
fortnight averaged 63,- 
000 barrels above the 
Federal allowable of 
2,283,000 barrels for 
March; but 20,000 bar- 
rels under the new al- 
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night have been favor- 
able. A marked rise in 
demand for capital 
goods, sponsored 
largely by Government 
expenditures, has 
stepped up employment 
and payrolls, and con- 
tributed to a rise in 
business profits. Mild 
hopes that the heavy 
industries may be able 
to proceed under their 
own power, after the 
Government withdraws 
its support, appear to 
be warranted by the 
growing excess of the 
public’s income overt 
expenditures, and by 
marked reflation 1 
¥ bank deposit currency, 
0. accompanied by a rec 
0: ord low Cost of Busi’ 
ness Credit. 
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High since 1931. 


Tut MAGAZINE OF WALL STREET'S 
COMMON STOCK Price INDEX 


1925 CLOSING PRICES*100 


L 17.5 


COMBINED AVERAGE 


428 STOCKS -H.140.7- 1. 59.9 
405 STOCKS -H. 644-1.292 


345 STOCKS -u. 


40 RAILROADS-H 1445-L 67.1 
33 RAILROADS-H. 88.4 -1, 225 
30 RAILROADS-H. 37.6 L 10.4 


RAILROADS 


29 RAILROADS 280 STOCKS 


& sl ___ i933 





(An unweighted index of weekly closing prices; compensated for stock dividends, splitups, 
and vile! oad covering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Exchange.) 
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Answers to Inquiries 








The Personal Service Department of THE MaGazine OF WALL Street will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunction with 


your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


It is subject only to 








LUDLUM STEEL Co. 


Ludlum Steel common has been recom- 
mended to me as an attractive speculation. 
But because it is now selling at about five 
times its 1933 low, I would like your opin- 
ion before purchasing the stock.—K. M. L., 
St. Louis, Mo. 

Normally, Ludlum Steel sells about 
half of its products, special alloy steels, 
to the automobile industry in the form 
of hardened and heat-resisting mate- 
rials for rapidly moving parts such as 
valves, cam shafts and crank shafts. 
The marked upturn in car production 
has put Ludlum in the “black,” in con- 
trast with losses in the three years after 
1929. The company’s report for the 
year ending December 31, 1933, re- 
vealed net income of $161,063, equiva- 
lent to $3.59 a share of $6.50 cumula- 
tive convertible preferred stock. This 
compares with a net loss of $474,310 
in 1932. Unpaid accumulated divi- 
dends from October 1, 1930, to October 
1, 1933, on the old preferred stock were 
cancelled last November by the pay- 
ment of $1 a share in cash and by the 
creation of a new conversion privilege, 
permitting the preferred to be con- 
verted, at option, into five shares of 
common stock. This action has al- 
lowed the resumption of regular divi- 
dends on the preferred and has removed 
overhanging barriers to common divi- 
dends when earnings are sufficient. At 
the year-end current assets, including 
$524,615 cash, amounted to $2,797,- 


985, and current liabilities were $219,- 
236. Ludlum has developed a rust- 
resisting, bright-surfaced steel under 
the trade name “Nirosta,” for which 
there is an expanding demand in the 
building industry. It has also con- 
tracted to supply Borg-Warner Corp., 
with stainless steel sheets of this mate- 
rial for the manufacture of beer bar- 
rels. At this writing indications are 
that automobile production will con- 
tinue at a high level and that the build- 
ing trade will be more active. On this 
basis, the common shares of this com- 
pany would seem to have interesting 
speculative possibilities at current 
levels. 


CONGOLEUM-NAIRN, INC. 


Would you advise me to continue hold- 
ing 100 shares of Congoleum-Nairn bought 
at 19? Do you believe its sharp upturn in 
earnings is now fully reflected in the 
stock’s market price? Do you think its 
possibilities are such as to warrant adding 
to my present commitment?—P, L. H., 
Brooklyn, N. ¥. 


Because of a severe curtzilment in 
building construction as well as the ab- 
sence of all but a nominal replacement 
demand, operations of Congoleum- 
Nairn, Inc., in 1930, 1931 and 1932 
were conducted on a rather restricted 
basis. However, with the release of an 
accumulated replacement demand 
coupled with an improved price struc- 


ture, earnings expanded appreciably in 
1933. Of course, maintenance of low 
overhead costs as well as possession of 
low-priced inventories, augmented the 
favorable condition of affairs no little. 
Actual net income last year, after all 
charges,, amounted to $2,062,881 or 
equal, after preferred requirements, to 
$1.66 a share on the common stock. 
This contrasts with net income in 1932 
of $674,402 or equal to 50 cents a share 
on the common stock. Financial posi- 
tion at the close of the year was very 
impressive as indicated by current as- 
sets of $16,741,291 including cash and 
U. S. Governments, etc., of $10,362, 
362, as against a total current indebted- 
ness of only $577,139. Reflecting the 
recent improvement in operations as 
well as the confidence of the company’s 
officials with respect to the current out: 
look, the company called for redemp- 
tion and retirement on March 1, 1934, 
of all funded debt and preferred stock 
outstanding. In addition, quarterly 
dividend rate on the common stock was 
recently increased to 32!/7 cents a share 
as compared with the former rate pre: 
vailing in 1933 of 25 cents quarterly 
and one special dividend in December 
amounting to 50 cents a share. Con’ 
goleum-Nairn ranks as a leader in the 
manufacture and sale of hard-surface 
floor coverings, advertising and market: 
ing its products under the tradename 
“Congoleum.” In the past two years, 
(Please turn to page 629) 
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What Subscribers Say 


These letters are not based on per- 
sonal opinion—but on dollars and 
cents profit. Hundreds of such let- 
ters are on file. As one of our sub- 
scribers, you would have received the 
same recommendations which caused 
these comments. 


Profitable 


‘Thank you for your wonderful ad- 
vices. I really do not know what I 
should have done without them as I 
was getting into a very uncomfort- 
able financial position. My absolute 
net profits are $1706.93, including 
subscriptions to the Forecast and the 
Magazine for the next two years.’ 
Ee . France. 


Definite 


“JT have been taking your service 
two months, and am pleased with it 
because it is definite. I am anxious 
to follow it accurately.’ 

G. J. . Calif. 


Reliable 


“T want to say again that I am 
pleased with the service of The In- 
vestment and Business Forecast. . I 
have plenty of confidence in it and 
know that it is very reliable.’ 

S. M.... Tenn. 


Fine Results 


“T am at present a subscriber and 
have been deriving fine results from 
°° L. D Fla. 


Conservative 


“T have received your Service now 
for a period of six months and I am 
more and more enjoying and benefit- 
ing from its many features. I like 
your conservative policy and the 
quality of the stocks ae recom- 
mend.’’ N. K. . Mich. 


Expert 


“Knowing the danger of trading in 
stocks without expert knowledge of 
the market, I would recommend your 
service to anyone interested in 
stocks.’’ Peery . er F 


Necessary 


‘‘l regard your service as perfect. In 
fact, the subscription was the best 
investment I have ever made and I 
shall not fail to recommend your ser- 
vice to my friends. Indeed, I am con- 
vinced that your service shall be ne- 
cessary part of any investing pro- 
gram. 7. Te Texas. 























Important Buying 
Phase in Progress 


Exceptional opportunities for market profits are open now and will develop 
during the immediate future. Uncertainties which confronted the market are 
being cleared away. With business and industrial expansion . . . the market 
is forming a firm base from which to make a sustained rise. 


Your subscription to The Investment and Business Forecast, placed during the 
current accumulative phase, will be in effect during a vital period in the secu- 
rities market. Under our guidance, your working funds will be expertly ro- 
tated in strong stocks to build up steadily your capital and income. 


During the first quarter of 1934 our recommendations have made available 
to subscribers a gross profit of 23%. This supplements the 90%, gross appre- 
ciation of capital resulting from our advices during 1933. 





New Campaign Just Starting 


By forwarding your enrollment to the Forecast at once you can participate 
fully in the vigorous yet conservative program we are initiating under our 
three active departments. You will be advised of the sound, listed issues just 
selected for their outstanding near-term profit possibilities. 


Since the upswing may get underway abruptly, you should mail the coupon 
below with your remittance today. State the size of your capital and attach 
a list of your security holdings for our analysis and recommendations. 




















9 BROAD STREET 


jor MARCH 31, 


THE 


INVESTMENT 


AND 


BUSINESS 
FORECAST 


OF THE 
MAGAZINE OF WALL STREET 











1934 


I enclose $75 to cover my six ths’ test sub 
derstand that regardless of the telegrams I select I will receive the complete service outlined by mail. 


($125 will cover an entire year’s subscription.) 
dati hecked below. (Wires will be sent you in our Pri- 


Send me collect telegrams on all 
vate Code after our Code Book has had time to reach you.) 


NEW YORK 
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Short-term recommendations following the intermediate rallies and de- 


[J TRADING clines (to secure Profits | that may be applied to the purchase of invest- 


ADVICE ment and i ). Four to six wires a month. Three 
DVICES to five stocks carried at a time. $800 capital sufficient to purchase 10 
shares of all recommendations. 





UNUSUAL lative invest in low-priced but sound issues that offer outstand- 

_ possibilities for market profit. Three to four wires a month. Three 

OPPORTUNITIES to five stocks carried at a time. $500 capital sufficient to purchase 10 
shares of all recommendations. 








BARGAIN Dividend-paying common stocks itled to in rating, with good 

profit possibilities. Three to four wires a month. Three te five socks 

INDICATOR earried at a time. $800 capital sufficient te purchase 16 shares ef all 
recommendations. 
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Quotation Record 
of Stocks 


Contains approximately 100 pages of 
important statistical data on ait —= 
dealt in on New York Stock change, 
New York Ourb Exchange = other 
leading stock exchanges. 
Contents include price ranges, current 
elds, price trends, capitalizations, rat- 

ngs, “dividend records, yearly and in- 
terim earnings, etc. 

Copies will be sent upon re- 

quest to those who address us 

on their business letterhead. 


Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
Members N. Y. Curb Exchange (Assoc.) 


20 Broad St. New York 
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Points on Trading 


and other valuable information for 

investors and traders, in our helpful 

booklet. Copy free on _ request. 
Ask for booklet MC 6 


Accounts carried on conservative margin. 


(isHoim & (HaPMaN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


























You, too, can profit 
by the new business 
and market trends!! 


In this new era of the stock 
market there are money-mak- 
ing opportunities in sight for 
you. Timeliness is the prime 
requisite for making profits 
during this period. A regular 
understanding of trends and 
authoritative guidance can be 
of real value to you now. 


Take advantage of our special 

“get-acquainted” offer. Be as- 
sured of receiving your copies 
of THe Macazine or WALL 
STREET promptly, regularly, 
during the months just ahead. 
Every issue will contain timely 
information of real money- 
value to you. 


Mail this coupon—now 





The Magazine of Wall Street 

90 BROAD STREET, NEW YORK 

1 enclose $1.00. Send me the four issues 
beginning with your April 14th issue. 


(0 If you would Itke to have this special 
offer cover eight \ssues instead of four, 
check here and enclose $2.00. 
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Odd Lots 
Full Lots 





STOCKS - BONDS 


Commission Orders 
executed for cash or 
conservative margins. 





Walter J. Fahy & Co. 
Members New York Stock Exchange 
29 Broadway New York 


Uptown Office Albany, N. Y. 
522 Fifth Ave. DeWitt Clinton Hotel 


























Electric Bond and 
Share Company 


Two Rector Street 
New York 














STOCKS AND 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“ BROKERAGE SERVICE SINCE 1898” 
ce —- err Samnenee 
ew Yor otton Exchange 
Members Chicago Board of Trade 
and other leading exchanges. 


60 Beaver St., NEW YORK 15 W. 47th St. 
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opp Lots |\New York Stock Exchange 


In listed securities carried on 


“a |\Price Rangeof ActiveStocks 
Dunscombe & Co. 


Memb. Ni York Stock Exchange . ° e 
eo\Sroad’Strest New York Industrials and Miscellaneous (Continued ) 


1932 1933 1934 


Dividends and Interest ee Ga High Low 
ie ae 
11% 9 
3 
“CANADA DRY” K wd 8, Se baa. dielie 28 26%¢ 
27 


Ginger Ale, Incorporated 
A Delaware Corporation 


























‘ Betenal Delt A eh Sins 
cars : ai stillers 

Dividend Notice National Power & Light... -- 
At the meeting of the Poard of Directors of ee Baas 
inca Dry Ginger Ale, Incorporated, held | North American Cows... 
March 20, 1934, a quarterly dividend of twenty- 
five cents ($.25) per share was declared, payable 
April 16, 1934, to stockholders of record at 
the close of business, April 2, 1934. 


R. W. SNOW, Secretary 














PACIFICGAS AND ELECTRICCO. _| Bis Perotenm 

Public Service of N. J........----- 

DIVIDEND NOTICE on heugp hs hea aaa ; 

Common Stock Dividend No. 73 
A quarterly cash dividend for the 


three months’ poy ending March 
31, 1934, equal to 144% of its par 
Treks Besa tke Company by 

pi of this Company by 
check on April 16, 1934, to - end 
holders of record at the close of busi- 
ness on March 31, 1934. The 
Transfer Books will not be closed. 


D. H. Foote, Secretary-Treasurer. 





San Francisco, California. 











Endicott Johnson Corporation 
Dividend No. 60 

The Board of Directors has declared a quar- 
terly Preferred Dividend of One Dollar Seventy 
Five Cents ($1.75) per share, and & C 
Dividend of Seventy Five Cents ($.75) per 
share, payable April 1, 1934, to stockholders of 
record as at the close of business March 22, 





1934. 
ee Baty veneer ay Sates Trust Com- 
pany, Dividen sbursing Agent. ark 
MAURICE E. PAGE, Secretary. fransamerica Corp.....-.-------- 
March 12, 1934. ‘ rri-Continental Corp 





U 
Underwood-Elliott-Fisher 
Union Carbide & Carbo 

THE CUDAHY PACKING COMPANY | ASS REAR ners 
Chicago, Ill., March 20, 1934. ae eit aes 
The Board of Directors has this day declared 
the regular semi-annual dividend of three per cent 
(8%) on the 6% Preferred Stock of the Company 
and three and one-half per cent (3%%) on the 7% bx 
rred Stock of the Company, payable May 1, Gas Im 
1984 to stock of record April 20, 1984. Also the fadustrial Alcohol 
Tere dividend of sixty-two and one-half cents Pipe & Fdy 
62%c) per share on the Common Stock of the a R 
Company ($50.00 par value), payable April 16, 
1984 to stock of record April 5, 1934. 
A. W. ANDBPRSON, Secretary. 














PHILADELPHIA 
A quarterly dividend of 134% on the First 
Preferred stock of this corporation was declared 
ab! 5, 1934, to stockholders of rec- 
ord March 31, 1934. Checks will be mailed. w 53 
John O. Davis, Secretars p& pee 5 8 2 AS 
61 , 59 *3'4 


March 16, 1934. 





§ Payable in stock. * Including extra. 
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Answers to Inquiries 
(Continued from page 624) 











— 


the corporation introduced popular- 
priced wall coverings to compete with 
higher-priced tile in hospitals, and vari- 
ous types of institutions and, at this 
time, potentialities of this product are 
quite promising. All factors consid- 
ered, accumulations, in moderate 
amounts, of the common stock would 
appear justified in further periods of 
general market weakness. 





BLUE RIDGE CORP. 


I have 200 shares of Blue Ridge com- 
mon. What do you think of its prospects? 
I ask becduse of its large holdings in utili- 
ties and the lower earnings prospects faced 
by this group. Shall I continue to hold? 
—P. M. W., Baltimore, Md. 


Blue Ridge Corp. operates as an in- 
vestment trust of the general manage- 
ment type and is now controlled by 
Atlas Corp. The capital set-up of the 
company is such that general market 
movements are greatly magnified in the 
net asset value of its common stock. 
In other words, since the common is 
preceded by a substantial amount of 
preferred stock, which is entitled to 
only $55 a share in liquidation, regard- 
less of how valuable the portfolio 
securities might become, the common 
stock has the advantage of “leverage,” 
in a period of rising stock prices. Ob- 
viously, the reverse is true during a 
period of declining security values. 
This is attested by the fact that the net 
asset value per share of common stock 
declined steadily from a high of around 
$10 per share at the close of 1929 to 
only 25 cents a share on December 31, 
1932. The report of the company for 
1933, revealed net assets of $44,745,- 
898 including cash of $1,564,748 
equivalent to $66.03 a share on the $3 
convertible preference stock. After 
allowing for the amount to which the 
preference stock is entitled in liquida- 
tion ($55 per share) the net asset 
value on the common stock was equal 
to 98 cents a share. It may be readily 
seen from these figures that any sus- 
tained upward trend of the stock mar- 
ket should result in a substantially 
greater increase in the net asset value 
of the common stock than the percent- 
age gain in the value of total invest- 
ments would indicate. The company’s 
portfolio, while including a substantial 
block. of Central States Electric, is 
fairly well diversified and for the most 
part the securities appear well adapted 
to reflect marketwise further general 
business recovery. Although Blue 
Ridge common is essentially highly 


MARCH 31, 1934 








One of a series, ‘*What is the Associated System)” 





Helping Customers 
Pay their Bills 


VERDUE amounts owed Associated operating companies by 
customers for electricity and gas total $2,141,829. These 
arrears do not include amounts written off as bad debts. @ In- 
stead of cutting off the service of customers who could not pay 
promptly because of reduced incomes, Associated operating com- 
panies helped many customers to continue their service by 
making it easier for them to pay. One way was to allow customers 
to pay for service weekly, and at the same time pay a small 
amount toward their old bills. @, Slowness of collections is one of 
the several unfavorable conditions which induced the Associated 
Gas and Electric Company to propose its Plan of Rearrangement 
of Debt Capitalization. The Plan aims to keep the Associated 
System intact, and thus help to protect the investments of 


350,000 Associated security holders. 


Associated Gas & Electric System 


61 BROADWAY + NEW YORK 
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What 12 Stocks 


do Market Experts Favor? 


O you know the stocks that are most favored today by leading 
Financial Authorities? 

Such a list of stocks is available to you in our current UNITED 
OPINION Report. This report names these favored issues and 
gives you the prices at which they are recommended, and the 
number of services advising their purchase. 
You will find this list of particular value because stocks recom- 
mended by three or more financial authorities almost invariably 
show better than average appreciation. 


Get This List of Favored Stocks—FREE! 


OU may have this list of 12 outstanding stocks FREE as an 
introduction to the UNITED OPINION method of Busi- 


ness and Financial forecasting. 
Send for Bulletin W.S. 6 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 
210 Newbury St. Boston, Mass. 
















speculative in character, we see no need 
to disturb strictly long pull commit- 
ments in the stock at this time. 


LEHMAN CORP. 


What do you think of Lehman Corp. 
common as an investment now compared 
with other investment trusts? Do you be- 
lieve its appreciation possibilities compen- 
sate for the low yield? Would you counsel 
buying at todays prices?—J. J. K., Chi- 
cago, Ill. 


Formed during the period of gener- 
ally inflated security values, able man- 
agement and conservative capitalization 
permitted Lehman Corp. to withstand 
the subsequent market decline consid- 
erably better than most investment 
trusts. With a net asset value of 
roughly $100 per share prior to the 
market crash in 1929, the liquidating 
value by June 30, 1932, had dropped 
to $47.34 a share. Even at that time, 
however, the record of Lehman Corp. 
certainly compared favorably with that 
of other investment companies, or for 
that matter with individual operators 
in the market. Reflecting subsequent 
generally improved security markets, 
the net asset value increased to $84.01 
a share on June 30, last, while by Feb- 
ruary 1 of the current year, the break- 
up value of the stock mounted to 
$89.63 per share. The latter figure 
represents a depreciation of only 
about 10% when compared with the 
net asset value per share of stock prior 
to the market break in 1929. The 
management has been constantly alert 
to changing economic trends as evi- 
denced by its operations during the six 
months ended December 31, 1933. 
During that period holdings of public 
utility stocks were greatly reduced, as 
were also fixed income bearing obliga- 
tions, while substantial blocks of favor- 
ably situated common stocks were ac- 
quired. Considering the enviable rec- 
ord of Lehman Corp. to date and 
the fact that the common stock has 
sole claim upon assets and earnings, the 
shares must be regarded as among the 
more conservative of investment trust 
issues. It is our opinion that the cur- 
rent low yield on the stock is more than 
offset by its appreciation possibilities 
over the longer term and, on that basis, 
commitments are warranted. 


E. I. duPONT de NEMOURS & CO. 


I bought 100 shares of duPont on a 
recommendation in your Magasine last 
year, and on which Ff now have 53 points 
profit. Would you advise me to continue 
holding this stock or do you think some of 
the lower-priced chemicals now offer bet- 
ter opportunities? —V. T., Boston, Mass. 


As one of the largest domestic chemi- 
cal manufacturers, the shares of duPont 
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are virtually the ideal common stock 
investment. The company numbers 
among its customers practically every 
industry of importance in the country 
and is not dependent upon any single 
industry for more than 20% _ of 
total output. Also a large number of 
products are sold directly to the public. 
For the year ended December 31, 1933, 
E. I. duPont de Nemours & Co. re- 
ported net income of $38,895,330, 
equivalent to $3 a common share. This 
compares with $26,234,778, or $1.82 a 
share in 1932. Included in each year 
is the income of $12,500,273 received 
from its investment in General Motors 
Corp. common shares, equal to about 
$1.15 a duPont share. Because of the 
tremendous gains in earnings by Gen- 
eral Motors, it is thought that contribu- 
tions from this source this year may 
equal $3 a share, and possibly more. 
There are indications that duPont may 
from its own operations earn $4.50 a 
share, which at this early date gives a 
reasonable estimate of from $7 to $8 a 
share for 1934, as compared with the 
regular annual dividend of $2 a share. 
Should prospects be borne out by 
actualities, stockholders could reason- 
ably anticipate a more liberal dividend 
policy. At the year-end, current assets, 
including $76,848,927 cash and mar- 
ketable securities, amounted to $129,- 
771,060, and current liabilities were 
only $16,601,263. Industrial domi- 
nance, impregnable financial strength, 
broad diversification of interests, great 
earning power and almost unlimited 
possibilities for future growth fully 
justifies retention of your shares for 
their further profit opportunities. 


ENDICOTT-JOHNSON CORP. 


I have 100 shares of Endicott-Johnson on 
margin at 52. I am now thinking of buyiny 
this stock outright and putting it away, but 
first I will appreciate your views on the 
company’s prospects as your advice has 
pe right in the past—F. J. Detroit, 

ich. 


Earnings of Endicott-Johnson nor- 
mally fluctuate with price variations of 
hide and leather due chiefly to the fact 
that the company tans approximately 
its entire leather requirements. Con- 
sequently, inventory problems involv- 
ing its raw materials have been a source 
of vexation in recent years. For 1930 
per share earnings of but 14 cents were 
reported, but in 1931 improvement in 
operations resulted in expansion in per 
share profits to $4.84. In 1932, with 
hide prices declining to their low of 
nearly 30 years, earnings once again 
declined with the result that the equiva- 
lent of only $1.80 was earned on the 
outstanding common stock. Last year 
was an excellent one for shoe manu- 
facturers from the viewpoint of con- 


sumption, and restocking of depleted 
dealers’ lines. Consequently, Endicott. 
Johnson with its inventories of low cost 
hides purchased in 1932 and in the 
early months of 1933, was able to bene. 
fit substantially from the better condj- 
tions existing. For the year ended No 
vember 30, 1933, the company reported 
a net profit of $2,154,941, after 
charges or equal, after preferred divi. 
dends, to $4.30 a share on the common 
stock. This compared with a net profit 
for the previous year of $1,188,241, or 
equal to $1.80 a common share. Finan. 
cial position as of November 30, last, 
was impressive, as indicated by current 
assets of $24,829,353, including cash of 
$3,320,515, as compared with total cur- 
rent liabilities of $3,676,865. This 
company ranks as the second largest 
manufacturer of boots, shoes and rub 
ber heels. Operations are well inte- 
grated, with activities extending from 
the processing of hides to the sale of 
the finished product through its own 
chain of retail stores and more than 50, 
000 independent dealers. With con: 
tinued improvement of commodity 
prices anticipated over the coming 
months, prospects for the company dur- 
ing the current fiscal period appear fav 
orable. The only unfavorable factor 
actually apparent at the present time 


is the proposal by the Federal Admin: - 


istration for a thirty-hour week in the 
industry which, if effected, officials of 
the company declare would result in a 
$10,000,000 annual increase in oper: 
ating expenses and a 25% cur 
tailment of production. Just what 
future developments hold in this con- 
nection, is problematical. However, 
the current dividend appears to be sufl 
ciently protected both by current and 
potential earnings to warrant the in 
clusion of the shares in a broad list of 
securities where the prime objectives 
are income and appreciation. 


GRAND UNION CO. 
I have 100 shares of Grand Union com- 


mon bought at 243%. I will appreciate 
anything you can tell me about the present 


position and outlook for this company, also 
if you would average down at current 
levels?—S. A., Evanston, IIl. 


The report of Grand Union Co. for 
the year ended December 31, 1933, in 
dicated total sales of $28,293,445, a de’ 
cline of a little over $2,000,000 from 
1932, and net income of $344,816. The 
latter figure was equal to $2.16 a share 
on the $3 convertible preference stock 
and compares with net income of $602, 
187 or equal, after preference requife’ 
ments, to 43 cents a share on the com 
mon stock in 1932. Reflecting the 
gradual improvement that was wit 
nessed in the second half of 1933 as a 
result of generally better business con 
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ditions and higher commodity prices, 
it might be borne in mind that net pro- 
fits aggregated $230,000 as against 
$114,609, in the first six months’ per- 
jod and $187,016 in the final half of 
1932. That further improvement has 
been witnessed this year is attested by 
the fact that, for the nine weeks ended 
March 3, last, store sales showed a gain 
of 6.1% over the corresponding 
period of 1932. Financial resources of 
this well established grocery chain sys- 
tem are adequate and capitalization 
moderate. At the close of 1933, cur- 
rent assets amounted to $4,842,397 in- 
cluding cash of $793,989 as against a 
total current indebtedness of $958,812. 
Organized in the spring of 1928, this 
concern has under operation 639 well- 
situated stores, and wagon routes cov- 
ering sections in 24 states. That the 
downward trend in earnings witnessed 
during the depression period has been 
arrested, appears a likely probability. 
The current outlook is for gradual ex- 
pansion rather than any spectacular 
gains and, on this premise, it is our feel- 
ing that moderate additional specula- 
tive commitments for averaging down 
are warranted. 


SUN OIL CO. 


I have been advised to buy Sun Oil com- 
mon. I notice though that it is selling 
closer to its 1929 high than most oil issues, 
and I wonder if it now discounts most of 
its future prospects, Would you buy at 
present prices? —T. N., Philadelphia, Pa. 


It has been the policy of the Sun Oil 
Co. for some years past to make a small 
annual cash payment on its stock, the 
approximate difference with respect to 
earnings being made up through stock 
dividends. This has enabled the com- 
pany to plow back a substantial portion 
of its earnings and accounts in no small 
measure for its present well integrated 
position in the petroleum industry. 
Moreover, expansion of facilities has 
been accomplished without a corre- 
sponding increase in funded debt or 
preferred stock. As a matter of fact, 
funded debt has been reduced duri 
the past three years some $1,590,000 
and stood at only $10,541,000 at the 
close of last year. During the same 
period, cash increased from $2,359,510, 
to $5,293,986. Last year alone, the 
company spent some $6,250,000 in 
building up its crude oil reserves and 
generally improving its competitive 
position. While there remains the con- 
stant threat of excessive production in 
an industry in which there are such 
divergent views as to control methods, 
we feel that the record of Sun certainly 
warrants a constructive attitude toward 
its stock. Accordingly, we reiterate the 
opinion as expressed in the March 17th 
issue of the Magazine that the stock 
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The Comptroller of the State of New York 


will sell at his office at Albany, New York, 
April 3rd, 1934, at 12 o’clock noon 


$50,000,000.00 


Serial Bonds of the 


State of New York 


Dated April Ist, 1934, and maturing as follows: 
$30,000,000.00—1935 to 1944 
12,000,000.00—1935 to 1959 
8,000,000.00—1935 to 1984 
Principal and semi-annual interest October Ist and April Ist, 
payable in lawful money of the United States of America at 
the Bank of the Manhattan Company, 40 Wall Street, New 
York City. 
Exempt from all Federal and New York State Income Taxes. 
$30,000,000.00—Unemployment Relief Bonds — maturing 
$3,000,000 annually April 1, 1935 to 1944, 
inclusive. 
$8,000,000.00—Emergency Construction Bonds — matur- 
ing $320,000 annually April 1, 1935 to 
1959, inclusive. 
$4,000,000.00—General State Improvement Bonds — ma- 
turing $160,000 annually April 1, 1935 to 
1959, inclusive. 
$8,000,000.00—Elimination of Grade Crossings Bonds— 
maturing $160,000 annually April 1, 1935 
to 1984, inclusive. 

Bidders for these bonds will be required to name the rate of interest which the bonds are 
to bear not exceeding four (4) per centum per annum. Such interest rates must be in mul- 
tiples of one-fourth of one per centum and not more than a single rate of interest shall be 
named for each issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire 
$50,000,000 bonds and the highest bidder on the basis of ‘‘all or none’’ will be the one whose 
bid figures the lowest interest cost to the State on all issues combined after deducting the 
amount of premium bid if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds 
nor unless accompanied by a deposit of money or by a certified check or bank draft upon a 


solvent bank or trust company of the cities of Albany or New York, payable to the order of 
the ‘‘Comptroller of the State of New York’’ for at least two per cent of the par value of the 


New York, Albany, N. Y 


advantageous to the interest of the State. 


bidder upon delivery of the bonds to him. 


on or about April 4, 1934 


Dated March 22, 1934. 





bonds bid for. No interest will be allowed upon the good faith check of the successful bidder. 
All proposals, together with the security deposits, must be sealed 
for bonds’’ and enclosed in a sealed envelope directed to the ‘‘Comptroller of the State of 


The Comptroller reserves the right to reject any or all bids which are not in his opinion 


Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, as to 
the legality of these bonds and the regularity of their issue will be furnished the successfrl 


If the definitive bonds of this issue can not be prepared and delivered at a time to suit the 
purchaser, the State reserves the right to deliver Interim Certificates pending preparation of 
the Definitive Bonds, and will endeavor to have these Interim Certificates ready for delivery 


The net debt of the State of New York on March 16, 1984, amounted to $544,097,231.84 
which is about 1.9 per cent of the total assessed valuation of the real and personal property 
of the State subject to taxation for State purposes. 

Circulars descriptive of these bonds will be mailed upon application to 


MORRIS S. TREMAINE, State Comptroller, Albany, N. Y. 


and endorsed ‘‘Proposal 























offers attraction around prevailing quo- 
tations for representation in the petrol- 
eum industry. 


AMERICAN TOBACCO CO. “B” 


In the light of American Tobacco’s re- 


cent report, and its earmngs on com- 
mon and common B shares as compared 
with $8.46 in the year previous, would you 
counsel holding 200 shares of the “B” stock 
on which I am partially dependent for in- 
comef—R. S. S., New York, N. Y 


In common with the other leading 
tobacco concerns, the earnings of 
American Tobacco Co., showed a sharp 
decline last year due to the necessity of 
sacrificing profits on cigarettes for the 
sake of retaining sales volume in the 
face of serious competition from the 


“ten-cent” brands. While the package 
sales of “Lucky Strike” cigarettes, the 
principal brand of this company, in- 
creased substantially over the previous 
year, the report of American Tobacco 
Co. for 1933 showed net income of 
$17,401,208 equivalent to $3 per 
combined share of common and com- 
mon “B,” in contrast with $43,267,084, 
or $8.46 a share in 1932. Current 
assets as of December 31, last, 
amounted to $161,097,880, including 
cash of $32,958,684, against current 
liabilities of only $7,245,941. In janu- 
ary of this year wholesale cigarette 
prices were advanced from $5.50 to 
$6.10 per thousand. Despite increased 
material and labor costs, the processing 
tax, etc., it is estimated that the leading 
manufacturers will have their profits 
increased some $20,000,000 this year, 
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Goodbye, Old Clothes 


and goodbye to ma- 
chine-made clothes. 
Never again will bar- 
gain price, wear them 
out of the store, 
y made clothes 
eheat my desired 
good appearance—or 
my pocket book. 
For this ring sea- 
son, I graduate into 
the ‘‘custom tai- 
lored’’ fraternity of 
successful men. 
I’m on my way now 
to my tailor, Shot- 
land and Shotland. 
Talk about beautiful 
fabrics and fine work- 
manship and clothes 
that fit—my tailor 
has the answer and 
at a price that veri- 
fies maximum value 
for less than I 
thought good clothes 
could be bought. 
Come along with me 





— and get yourself 
that new Spring suit 
or topcoat. 
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assuming the same volume of sales. A 
goodly share of this will go to American 
Tobacco and as the margin of profit on 
sales is now on a more normal basis, 
net income in 1934 should more nearly 
approximate that developed in past 
years. The strong financial position of 
the company warrants maintenance of 
the present dividend rate, pending 
restoration of more adequate earnings 
which should shortly materialize as a 
result of larger public spending power. 
We do not believe the temporary de- 
cline in profits is sufficient reason to dis- 
turb your stock which you are holding 
largely for income purposes. 








F. W. Woolworth Co. 
(Continued from page 612) 








may perhaps be summed up as “cur- 
rently favorable, but with plenty of 
rocks along the road.” 

Turning again to the domestic scene, 
it is obviously hazardous, in view of 
recent developments in labor, to be very 
definite about what increased costs 
might become eventually. It can be 
noted, however, that Woolworth so 
far has kept its expenses well in hand. 
On almost exactly the same volume of 
sales, costs and expenses last year were 
some $6,000,000 under those of 1932. 
Whether this year and those following 
will be equally satisfactory depends to 
a large extent upon how far Washing- 
ton will go in aiding and abetting the 
demands of labor. 


Inflation 


Woolworth’s relationship to a fluctu- 
ating dollar is an interesting one. Al- 
though the company sells at more or 
less fixed prices and therefore might be 
placed in the category of those that 
would be adversely affected by the dol- 
lar’s depreciation, there is undoubtedly 
enough flexibility in the company’s 
pricing to compensate for reasonable 
dollar depreciation, particularly since 
the upper limit has been put at twenty 
cents. On the other hand, out-and-out 
inflation, raising, as it would, merchan- 
dise costs to the point where the com- 
pany could not handle many of its 
usual lines, and curtailing, as it would, 
volume sales even apart from this, has 
all the earmarks of disaster for Wool- 
worth—if not for everyone else. At 
the same time, it must be remembered 
that if we have inflation here they do 
not have to have it necessarily in Eng- 
land and Germany. In any discussion 
of a fluctuating dollar, a two-hundred- 
and-fifty million dollar (slightly less if 
the German investment has been over- 
optimistically evaluated) stake abroad 


is worth noting. It is equivalent to 
more than twenty-five of today’s dol- 
lars on each of the 9,750,000 shares of 
F. W. Woolworth Co. outstanding. 
Nor is this “equivalentation” overdone, 
for Woolworth shares are about the 
only call on the business. Of bond and 
preferred stockholders there are none, 
if slightly over three million in real 
estate mortgages be excepted. Wool- 
worth could pay these off, together 
with all other debts, and still have left 
some fifteen million dollars in cash. 

Woolworth’s foreign investments 
may be twisted another way. If they are 
equivalent to some twenty-five dollars 
on each outstanding share, present mar- 
ket price only leaves about the same 
amount as the value of the United 
States, Canada and Cuba phase of the 
business. And this phase showed net 
income of something over two dollars 
a share last year —i.e., earnings of 
more than $2 on an investment of $25 
looks considerably cheaper than the 
actual showing, $2.94 on a stock cur- 
rently worth $50. 

Possibly, if this were more fully rec- 
ognized, Woolworth with all its re 
sources, tangible and intangible, and 
all its well-tried policies, would be given 
a better appraisal in the market places. 
And this despite the impossibility of 


weighing the unweighable in domestic 


and foreign politics. 








Five Preferred Stocks of 
Large Promise 


(Continued from page 617) 








preferred stock. At the present time, 
the outlook for the meat packing 
industry is more promising than for 
some years, notwithstanding the uncer: 
tainties arising from the processing tax, 
production control and possible regula- 
tion of the industry by the government. 
Offhand, therefore, it would appear 
that the company is well situated to 
consider the resumption of preferred 
dividends. There are, however, several 
obstacles, not strictly of an operating 
nature, which must be removed before 
preferred shareholders can again re 
ceive dividends. The indenture cover’ 
ing certain of the company’s bonds 
makes it mandatory to maintain liquid 
assets in excess of the total outstanding 
debt. Also, there exists in Illinois a 
corporation law prohibiting companies 
from paying dividends u-less net assets 
are in excess of stated capital, both be: 
fore and after payment of dividends. 
Despite the reduction of nearly $29,’ 
000,000 in the company’s funded debt 
during the past three years, the total 
outstanding still amounts to about $90,’ 
000,000, as compared with working 
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The Proof of 
the Prophet IS IN THE RECORD 


The investment field is amply provided with prophets—but how many can 
show records of consistent results? 


The record of the Investment Management Service may surprise you. In 
correctly anticipating investment opportunities during one of the most 
puzzling markets this country has ever seen, its many clients have profited 
consistently by its foresighted recommendations. For instance, 


HERE IS A TYPICAL EXAMPLE— 


A capital increase of $27,987 was obtained by this account 

Account during the first three months of supervision by the Invest- 

N 0. 414. K ment Management Service—an appreciation of 28.59%.... 
; The detailed record is yours for the asking. 


@ Our service follows strictly the individual requirements of each client: 
@ It provides daily review of each client’s holdings. 


@ It offers specific advice based on sound analysis of the fundamentals 
governing the movements of security prices. 


@ It is proving a dependable guide to many investors. 


@ You too will find it an equally dependable guide to profits. 


An Invitation. ..... ... Without Obligation 


Ask us to send you the complete record of Submit your present list of holdings for our 
transactions made in Account No. 414-K so examination. And we will tell you what the In- 
that you ean see and judge for yourself. vestment Management Service can offer you. 


Investment Management Service 


A DIVISION OF THF MAGAZINE OF WALL STREET 


90 BROAD STREET __. NEW YORK, N. Y. 
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capital of $109,779,977 at the end of 
last October. This margin, in order to 
conform with indenture provisions, is 
not particularly wide. Moreover, some 
question exists of the company’s ability 
to qualify under the Illinois law men- 
tioned on the basis of present capitali- 
zation. A plan conceived last year, 
involving a recapitalization for the pur- 
pose of facilitating the liquidation back 
dividends and the resumption of regular 
payments, was rejected by stockholders 
and it is understood that a new one, 
providing for more equitable treatment 
of both preferred and junior stockhold- 
ers, will be presented as soon as the 
packing code has been approved. It 
is possible that some method will be 
conceived for the adjustment of ac- 
cumulations, totalling $22.75, by a 
combined offer of cash and additional 
stock. In the event that the efforts of 
the company in this direction are suc- 
cessful, the preferred shares on a divi- 
dend basis would be entitled to a higher 
market appraisal. 








The Guaranteed Mortgage 
Situation from the Inside 


(Continued from page 606) 








especially in the case of the 22,000 cer- 
tificate issues. Let us take only one of 
these issues and assume that 1,000 in- 
vestors hold shares in it. How can they 
organize for concerted action? Some- 
one with at least an inkling of what it 
is all about has to take the initiative. 
Then it is found utterly impossible to 
get unanimous agreement from the 
1,000 interested parties. If agreement 
could be obtained, there would remain 
the matter of knowing what course of 
action to take. Mortgages have to be 
serviced. They do not take care of 
themselves. Properties have to be re- 
paired. Taxes and assessments have to 
be watched. Expense is involved and 
the services of lawyers or real estate 
experts or both are inevitably required. 

Under the Shackno Act, permitting 
a 65 per cent majority (in amount) of 
investors in a particular certificate issue 
to take contro! of the properties pledged 
under the certificate in the interest of 
all holders, the situation no doubt will 
be greatly relieved. A corporation will 
be formed. It will issue its own secur- 
ities for certificates deposited and will 
then be in a position to work out any 
necessary adjustment or reorganization 
of the pledged prcperties. 

Some time ago the Certificate Pro- 
tective Corp. was formed by the Super- 
intendent of Insurance. What hap- 
pened to it? The problem, tackled as 
a whole, was of too great magnitude. 
Certificate holders, lacking confidence, 
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failed to co-operate. Moreland Com- 
missioner Alger and others have sug- 
gested that a new State instrumentality, 
in the form of a Mortgage Authority, 
be set up to handle this problem. Some 
work is being done by the rehabilitation 
departments of the mortgages compa- 
nies. 

In my opinion a State Mortgage Au- 
thority should act in a purely super- 
visory manner. Each certificate issue 
is an individual problem. I believe it 
should be handled by trustees appointed 
by the courts and paid for their ser- 
vices. It is all very well to talk about 
disinterested public service, but in this 
job expert knowledge and full time 
work are required. It can not be had 
without fair remuneration. 

Recently there have been proposals 
to set up an agency, financed by $10,- 
000,000 of banking capital and $100,- 
000,000 of Reconstruction Finance 
Corporation funds, to lend money to 
distressed certificate holders. Loans up 
to 25 per cent of the face value of cer- 
tificates would be made to original in- 
vestors and interest would be charged. 
I believe that the good that would be 
done is negligible. Most of the neces- 
sitous cases have taken care of them- 
selves by disposing of their holdings. 
This is borne out by the fact that 
there now appears to be more de- 
mand for these securities than supply. 
As a matter of fact, only a few days 
ago the Committee for the Creation of 
a State Mortgage Authority announced 
that, after careful investigation by its 
members, it doubted as much as $20,- 
000,000 would be required to relieve 
distress among certificate owners. 


“Probably the very best thing that 
can be done,” said the chairman of this 
committee, “is to go very slowly re- 
garding any legislation. After all, good 
first mortgages on real estate are still 
the very best investment and with gen- 
eral business recovery and economy in 
government, which will reduce taxes, 
real estate will surely come back and 
holders of first mortgage securities who 
have a little patience will collect a great 
deal more than if the situation is 
forced.” 

I agree substantially with that state- 
ment. 

There has also been much agitation 
for the establishment by the Govern- 
ment of a mortgage discount bank, 
similar to those in various foreign coun- 
tries. Such an institution would ease 
the mortgage market and encourage in- 
stitutional lenders to loosen up some- 
what. But, after all, mortgages and 
liquidity do not go together. Mort- 
gages are long-term investments. It is 
to be doubted that this was fully under- 
stood by many who invested in guaran- 
teed mortgages and certificates. These 
mortgages and certificates looked to be 
much the same sort of thing as the Lib- 


erty bonds, which brought millions of 
individuals into the field of security in- 
vestment during the war, and as the cor- 
porate bonds and stocks which became 
so popular in the 20’s. Actually, they 
are a wholly different type of invest- 


ment. Probably the real character of 
real estate bonds would have been bet- 
ter understood if their maturities had 
been longer. 

Finally, it is probable that the mort- 
gage business in future will go back 
chiefly into the hands of those who han- 
dled it before the guarantee companies 
came into prominence. The popularity 
of these securities was a new develop- 
ment in a speculative era. It was also 
a relatively new—and unfortunate— 
development that commercial banks en- 
tered the mortgage field. It is not a 
field for institutions subject to possible 
demand for liquidity. It is an ideal 
and profitable field for savings banks, 
insurance companies, trust companies 
and building and loan associations. 
Such institutions have always handled 
the bulk of the country’s mortgage busi- 
ness. They are equipped to make sound 
investments in the first place and to 
watch them thereafter. 

Mortgages are probably the most an- 
cient form of investment. To say that 
this type of investment is dead forever, 


unsafe or unprofitable, is absurd. No ° 


investment of any kind, however, can 
be safely made in ignorance. There 
are outstanding today probably $5,000,- 
000,000 in mortgages made by indi 
vidual investors. Many of these repre- 
sent loans on local properties, the lender 
being personally familiar both with the 
property and the borrower. Such loans, 
if conservative, are ideal. Larger indi 
vidual investors also are on safe ground 
in placing mortgages through compe: 
tent and experienced attorneys, 
equipped either to make sound apprais- 
als or to obtain them. 








Outlook for Business Profits 
(Continued from page 596) 








and so forth do not constitute ideal 
candidates for employment by Sears, 
Roebuck, J. C. Penney or Kroger Gro- 
cery. 

Building is the most highly-union- 
ized industry and is the major industry 
of highest wage levels—when there is 
any building being done. But private: 
ly-financed construction is farther be- 
low normal than any other economic 
field. It is to two other major indus 
tries, automobiles and steel, that busi 
ness is now looking hopefully. The 
motor industry on February 15 was 
employing 183,000 people, against an 
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average of 198,000 in 1929. Hourly 
rates of pay equal those of 1929 and 
weekly earnings are some 90 per cent 
of those of 1929. Relative to produc- 
tion and to the cost of living, the in- 
dustry’s payrolls unquestionably are 
now the highest in its history. 

This industry has recently offered a 
10 per cent reduction in the work week 
and a corresponding increase in hourly 
rates. Even if it should become union- 
ized by the American Federation of 
Labor, it is to be doubted that for an 
indefinite time it would be called on to 
raise wages further. On this basis, the 
1934 profit outlook depends more on 
the available volume of public demand 
than on such changes as have occurred 
in labor costs. According to the 1931 
Census of Manufactures, wages in the 
industry constitute 18.4 per cent of 
manufacturing costs. It is improbable 
that this percentage today is much 
changed. 

The cost of all materials is substan- 
tially higher, but has been to a consid- 
erable extent passed along in higher 
car prices. Since the values built into 
new cars are also higher, as they have 
been year after year, it is to be doubted 
there will be any serious consumer re- 
sistance to higher prices. In short, 
with continued economic recovery, de- 
mand for cars will expand. If it does, 
higher costs will not seriously impinge 
upon profits. 

In steel, the position is less favorable. 
Last June this industry’s production of 
ingots amounted to 2,597,517 tons; it 
employed 305,239 workers and paid 
hourly wages of 47.3 cents. In Janu- 
ary it produced only 1,996,897 tons, 
but employed 355,292 workers and paid 
hourly wages of 58.3 cents. 

Last year it was estimated that com- 
pliance with the N R A requirements 
would cost the industry $100,000,000 
a year. If it accedes to recent NRA 
requests for a further 10 per cent ad- 
justment in hours and wages—and it 
probably will not—the added cost un- 
doubtedly would be at least from $35,- 
000,000 to $50,000,000 a year. On 
the other hand, the steel industry has 
been substantially compensated by high- 
er prices and by the elimination of 
destructive price competition made pos- 
sible by its code. It contends the aver- 
age price increase is inadequate. Some 
of its large customers—notably in the 
automobile industry—contend that stee! 
prices are too high. And into this not 
particularly happy situation, with labor 
still unsatisfied, now steps the Federal 
Trade Commission with a charge of 
monopoly and price-fixing. Steel busi- 
ness no doubt will expand, but “reason- 
able” profits are not in sight. 

Unfortunately, the matter of higher 
prices, resulting from higher costs of 
materials, higher wage costs and the 
elimination of competitive undercut- 
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“When to Sell 
—and Why” 


—may soon become a more serious 


problem than the 


simple question of 


“What to buy?” 


More serious because it has to do with the vital 
question of conserving capital and _profits— 
guarding against serious loss, while retaining 
reasonable additional profit possibilities. This 
takes skill. A temporary profit may be made by 
anyone—a student or a gambler. But making 
and retaining profits over the years requires 
knowledge and constant vigilance. 


Cause of Losses 


Such knowledge enables one to substitute 
dynamic and truly conservative methods for the 
complacent, incompetent tactics which have been 
the chief cause of most people’s losses—the dif- 
ference between: retrogression and progression, 
losses and profits. 


And foremost among the fallacies that have 
caused losses is the feverish search for some one 
stock which is supposed to have greater possi- 
bilities than all other stocks—for which it is 
claimed that all you have to do is buy it and 
forget it. 


A Better Way 


Wetsel Service has successfully given investors ad- 
vantages they have needed from the time of the 


“break” of October, 1929, through the long bear 
market and reaching into the profit-making swings 
of 1932, of 1933 and the present movement. No 
claim has ever been made of special inside knowl- 
edge which would indicate vast superiority of one 
stock over another—for the simple reason that we 
feel quite confident that no one possesses such 
information. 


However, our clients can rest assured they will 
be placed in GOOD, SOUND securities, listed on 
the New York Stock Exchange, and will receive 
the benefit of authoritative technical market 
lnowledge—will be advised WHEN to buy and 

LL—in a manner that gives them the advan- 
tage of the great profit-making principle—the law 
of turnover. 


Send for Free Booklet 


How safety and appreciation are combined as a 
result of the Wetsel philosophy of investing is 
explained in an interesting 5,436 word pam- 
phlet. This discussion “How to Protect your 
Capital and Accelerate its Growth” has changed 
many a person’s ideas regarding investing from 
haphazard bag-of-chance muddling, to clear, ra- 
tional understanding of the so-called “mysteries” 
of market action. 


Send for it by filling in the coupon below. No obligation. 
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Please send me without obligation, your analytical booklet ‘‘How to Protect Your Capital 
and Accelerate Its Growth—Through Trading.’’ MW.33A 
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MARKET STATISTICS 











‘ N. Y. Times 
N. Y. Times Dow, Jones Avgs. 50 Stocks—_— 
40 Bonds 30Indus. 20 Rails High Low Sales 

Montag, Mared 19 =. 4.0... iv ckesaes 81,95 104.23 48.65 92.07 90.57 1,258,880 
Tuesday, March 13 ................. 82,21 104.00 49.30 92.57 91,49 1,275,400 
Wednesday, March 14 .............. 82.62 108.54 49.81 92.89 91.61 1,369,419 
Thurscay, March 16 ............... 82,48 102.21 48.86 91.90 90.23 1,341,680 
pe ae Pe me ire 82,31 102.72 48.77 91.41 90.23 1,168,880 
Metered, Maren 19. oo. cine k odeccee 82,20 101.65 48,40 91.20 89.86 726,500 
Monday, March 10 ..............+9- 81,68» 99,68 47.21 89.58 87.98 1,618,470 
Tuesday, March 20 ...............6: 81.55 101.01 47.94 90.07 87.70 1,543,750 
Wednesday, March 21 .............. 81.43 99.03 46.94 89.39 87.54 1,068,570 
Thursday, March 22 ............... 81.37 100.54 47.69 89.68 88.14 1,024,920 
Priday,.- Match BB ......cccccsseccee 81,29 99.80 47.59 89.43 88.53 759,070 
Saturday, March 24 ................ 81.40 100.92 47.92 90,14 89.31 681,510 
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ting—the latter brought about by the 
N R A rule against selling below an 
industry's average cost—is a two-edged 
thing. For many companies higher 
prices have restored profit margins. In 
merchandising especially the drain of 
inventory losses has ended. 

In the aggregate, however, it is un- 
questionably true that the major jump 
in prices experienced during the last 
year has tended to retard aggregate 
business sales by reducing the purchas- 
ing power of the majority of the em- 
ployed more than recovery has yet in- 
creased it. 

Moreover, there is another question 
presented in any effort to appraise the 
profit outlook. Many companies were 
aided last year by generally low-cost 
inventories. As prices rose, they en- 
joyed a widening margin of profit. As 
they dispose of such inventories and 
replace them at much higher levels, a 
more significant test of their real earn- 
ing power under higher costs will be 
provided. The slower price rise prob- 
able this year will hardly offer equally 
-favorable margins. 

Labor costs are only one element in 
the profit outlook. For each industry 
its importance differs. In each industry 
a variety of other elements will have 
to be individually considered if profits 
are to be forecast. For most, volume 
of consumer demand is the vital ques- 
tion. For what it may be worth, the 
following are the figures of percentage 
of labor cost to manufacturing costs in 
leading industries, as taken from the 
1931 Census of Manufactures: 

Motion pictures, 68.9; railroad car 
construction, 56.2; aircraft, 54.2; 
printing and publishing, 46.1; glass, 
44.1; cast iron pipe, 40.3; carpets and 
rugs, 38.5; agricultural implements, 
37.2; cotton goods, 35.3; kit goods, 
34.8; cement, 34.8; bakery products, 
32.1; textile finishing, 31.7; silk and 
rayon finishing,” 31.4; copper and tin, 
30.8; woolens, 29.6; beverages, 28.3; 
locomotives, 27.3; tires, 26.7; refrig- 
erators, 26; aluminum, 25.4; leather, 
22.9; paper, 21.3; automobiles, 18.4; 
shoes, 16.5; tobacco, 15.6; canning, 
14.5; paints and varnishes, 13.1; cereals, 
11.6; lubricating oils, 11.5; fertilizer, 
10.3; alcohol and liquors, 9.2; blast 
furnaces, 6.9; meat packing, 6.8; sugar 
refining, 5.5; copper smelting, 4.5; lead 
smelting, 4.3. 

The profit record of the 810 com- 
panies summarized at the start of this 
article reflects to an important extent 
the writing down of fixed assets, with a 
resultant decrease in depreciation and 
other overhead charges. The aggregate 
net worth of these companies of $14,- 
000,000,000 was a reduction of more 
than $1,100,000,000 from the 1932 
figure. Other profit aids are repre- 
sented in the development of improved 

Operating and distributing methods, 
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more effective use of machinery and the 
introduction of many new products. 

Such influences will continue to find 
reflection this year. On the unfavor- 
able side, taxes for all business tend 
steadily to mount and in many indus- 
tries earning profits amount to more on 
a per share basis than the reported earn- 
ings. This is notably true of certain 
chain store systems. 

Finally, on the unfavorable side and 
especially adverse to the capital goods 
industries, is a continuing instability in 
our monetary system, and the persistent 
imposition of more government in busi- 
ness. Manifold political interference 
and regulation are not conducive to 
long range business initiative or confi- 
dence. The policy of the Government 
is opportunistic. That of most of busi- 
ness must be equally so. Fortunately, 
the economic cycle, whether under Mr. 
Hoover or Mr. Roosevelt, still inexor- 
ably functions—and this is now with 
us. Against all handicaps, it will prob- 
ably sweeten profits. 








Can Market Surmount Cur- 
rent Obstacles 


(Continued from page 593) 








the onerous penalty provisions of the 
Federal Securities Act. Apparently 
Washington has come at length to the 
conclusion, long since evident to others, 
that the Act is deflationary in its ex- 
cessive zeal, that it has in fact dammed 
almost completely the long-term capi- 
tal market and that, in so doing, it has 
retarded the creeping recovery of the 
durable goods industries, in which the 
real depression and unemployment 
center. 

Another straw in the wind is the 
fact that the harsh provisions of the 
initially proposed legislation dealing 
with the future setup of American com- 
mercial aviation are being modified. In 
short, there are signs of a saner poli- 
tical attitude on matters of economic 
reform, of a little less “cracking down” 
and a little more inclination, perhaps, 
to give recovery a few pats on the 
back. 

The fact is that the Administration 
and Congress, with elections due in the 
fall, fear nothing quite so much as they 
fear a business set-back. They may 
shake fingers at speculation in general, 
but do they want the market to go 
down? Hardly. The gold shares have 
recently reflected persistent buying. 
Somebody evidently thinks Washing- 
ton’s flirtation with inflation has not 
been finally called off. Our surmise is 
that it could become ardent almost any 
time business and prices threatened to 
take a serious tumble. 











Nationalism or Foreign 


Trade? 
(Continued from page 600) 











Of course, more foreign trade will be 
good for importing and exporting agen- 
cies and the international bankers. 


Good for Transport and 
_ Communications 


An increase of foreign trade would 
be helpful to the transportation indus- 
tries. Ocean steamship lines would 
have more patronage and the railway 
companies would benefit from the long 
haul on both exports and imports. 
Moreover, if we are to go on toward 
further self-containment the transporta- 
tion companies will lose much of their 
present business, and the deep water 
steamship lines will be threatened with 
extinction. The prosperity of the aerial 
transport lines to Latin America is in- 
terwoven with trade with the countries 
to the south. It goes without saying 
that all our international communica- 
tion lines would benefit from increased 


foreign trade and suffer from its con- | 


traction. 

It has been remarked in the course 
of the hearings on the reciprocity bill 
that no Government officer could be 
induced to mention what commodities 
were to be used for trading stock. 
Partly they feared to give their 
hands away, and partly they didn’t 
know. But plate glass, newsprint pa- 
per, sugar, coffee, flaxseed, lumber, 
long-fiber cotton, pork, wines, olive oil 
and some textiles, have been mentioned 
on one side or the other of tariff 
trades. Note that an agricultural im- 
port sometimes gets into the trading 
picture. 

Some regret has been expressed that 
in the bill as now drawn the President 
has been fenced off from the free list; 
he can’t add or subtract anything from 
that. With over half our imports on 
the free list (coming in great quanti 
ties from the colonies of European pow’ 
ers) he would have a grand trading 
position if he could slap on a tariff in a 
hurry without waiting to consult Con- 
gress. And it might help a little now 
and then if he could put some minor 
product on the free list. Then again 
even a 50 per cent increase might be 
worthless for trading equipment. Japan 
is now making toothbrushes for 1.5 
cents apiece. A threat to make the 
duty 50 per cent higher than the pres- 
ent 1.75 cents wouldn't scare the Japs 
into a trade. Even a duty of 308 per 
cent doesn't amount to much in strips 
of steel for safety razor blades. At 
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UNION CARBIDE AND CARBON CORPORATION 


CONSOLIDATED BALANCE SHEET 


INCLUDING DOMESTIC, CANADIAN AND OTHER FOREIGN SUBSIDIARIES 
December 31, 1933 





ASSETS 
CURRENT ASSETS 


Co cana os oe awa eae ees 
Marketable Securities (at Market 

December 31, 1983)........... 
RECEIVABLES (After Reserve for 


Doubtful) 
Trade Notes and Accounts..... $ 11,979,179.43 
Other Notes and Accounts..... 835,524.26 


INVENTORIES (Cost or Market, 
Whichever Lower) 


$ 14,747,831.83 
3,573,691.49 


12,814,703.69 


39,094,198.47 





|” Se Cee ae $ 18,487,662.75 

WOFK 10 POCO. cei cccccses 6,011,656.93 

Vinished Goods... ...5.<cesecs 19,594,878.79 
TOTAL CURRENT ASSETS... 2.2.0 ccees Se 


FIXED ASSETS 
Land, Buildings, Machinery and 


po Pere Peer rere $222,483,688.09 
Less Mortgages Not Assumed .... 3,031,900.00 
INVESTMENTS 
Affiliated Companies Not Included 
in Consolidation............. $ 2,553,004.75 
Real Estate Mortgages.......... 280,533.60 
Notes Receivable............... 5,995,370.23 


Reacquired Capital Stock of Union 
Carbide and Carbon Corporation 


(DTjGCS BBRTOR) 6 oo isc c cic ccee 1,899,493.15 
Other: Securities. . vacceccccevse 8,861,974.32 


DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc.....$ 1,215,336.57 
Bond TUSCOURE. «aoc cricccscicves 235,467.52 
Patents, Trade Marks and Goodwill. 


TOTAL ASSETS «605.205. 60608 


INCOME 


EARNINGS (Arter PROVISION FoR INCOME Tax) 
t— 
Depreciation and Depletion...... $ 6,285,688.389 
OUHOR CRBEBOR . 6 cic-5s pve cee dees 285,997.23 
Interest on Mortgages and Funded 
Debt of Subsidiary Companies. . 677,396.39 
Dividends on Preferred Stock of 
Subsidiary Companies........ 536,678.00 


$ 70,229,925.48 


219,451,788.09 


14,590,376.05 


1,450,804.09 
1.00 
$305,722,894.71 
(Sinaia 


$ 21,958,637.10 


7,785,710.01 





ae eer ere eed ee 


$ 14,172,927.09 
SCION ES 








AUDITORS’ REPORT 


UNION CARBIDE AND CARBON CORPORATION : 


tions. 


results of its operations for the year. 


New York, March 24, 1934 





We have made an examination of the balance sheet of Union 
Carbide and Carbon Corporation and its subsidiaries as at 
December 31, 1933, and of the statement of income and surplus 
for the year 1933. In connection therewith we examined or 
tested accounting records of the Company and other supporting 
evidence with respect to the parent company and United States 
and Canadian subsidiaries and obtained information and ex- 
planations from officers and employes of the Company ; we also 
made a general review of the accounting methods and of the 
operating and income accounts for the year of these com- 
panies, but we did not make a detailed audit of the transac- 


Accepting the statement of other auditors with respect to sub- 
sidiaries other than United States and Canadian and subject 
to a contingent liability as guarantor on notes of $3,404,969.58, 
in our opinion, based upon such examination, the accompany- 
ing balance sheet and related statement of income and surplus 
fairly present, in accordance with accepted principles of ac- 
counting consistently maintained by the Company during the 
year under review, its position at December 31, 1983, and the 


HURDMAN AND CRANSTOUN 














LIABILITIES 


CURRENT LIABILITIES 
Accounts Payable............-- $ 3,986,105.79 
Bond Interest (Unpresented Cou- 
pons and Interest Payable Janu- 
BUF Wi DOME incr cc ck visa 198,199.00 
Dividend Payable January 1, 1934 2,225,784.50 


ACCRUED LIABILITIES 
Taxes (Including Income Taxes) .$ 1,825,053.28 
Bond and Mortgage Interest..... 80,700.00 
Dividends on Outstanding Pre- 
ferred Stock of Subsidiary Com- 





ee te eee ee 74,666.66 
Other Accrued Liabilities........ 508,066.53 2,488,486.47 
ToTaL CURRENT LIABILITIES.............- $ 8,898,575.76 


FUNDED DEBT OF SUBSIDIARY COMPANIES 
First Mortgage Bonds— 


Due February 1, 1937,6%..... $ 1,165,000.00 
Due July 1,1941,5%..... 3,263,000.00 
Due July 1,1950,6%..... 318,000.00 
Due October 1,1955,5%..... 8,426,000.00 
Mortgages on Real Property— 
Open Mortgage A Pere ears 700,000.00 
Due April 1, 1945, 544%...... 191,666.00 
TOTAL FUNDED DBRT. ois. ce veccwcccvese $ 9,068,666.00 
TOTAL LIABILITIES.....--------- $ 17,967,241.76 
RESERVES FOR DEPRECIATION, Erc.. 64,084,851.46 
PREFERRED CAPITAL STOCK OF SuB- 
SIDIARY COMPANIBS .....-..-00. $ 6,911,300.00 


CAPITAL STOCK OF UNION CARBIDE 
AND CARBON CORPORATION— 
9,000,743 SHARES NO PaR VALUE. 175,163,672.43 
EARNED SURPLUS .....++++eeeee++ 41,605,829.06 223,680,801.49 
$305,722,894.71 
EE SEE ETE 





SURPLUS 


Surptus aT JaANuARY 1, 1933...........-+++++++. § 36,881,724.17 
Add— 


Increase in Market Value of Mar- 
ketable Securities as of Decem- 
DOP Ol, BOGE sso hb000s eo Sees $ 501,626.02 
Increase in Dollar Value of Net 
Current Assets of Foreign Sub- 
sidiaries Due to Exchange Rates 2,390,691.18 2,892,817.20 
$ 39,274,041.07 
Deduct— 
Cost in Connection with Discon- 
tinuing Radio Tube Business...$ 1,305,450.66 
Miscellaneous Items Not Affecting 
1933 Operations............. 783,632.64 
Write-down in Value of 97,605 
Shares Reacquired Capital Stock 
to the Unit Rate at Which All 
Outstanding Shares of Union 
Carbide and Carbon Corporation 
Capital Stock are Carried on 
Liability Side of Consolidated 
Balance Sheet.........+see0- 844,048.10 2,988,126.40 
$ 36, , 


Add— 
Net Income for Year (as shown).............. 14,172,027.09 
; $ 50,518,842.06 


Deduct— 

Dividends Declared on Stock of 
Union Carbide and Carbon Cor- 
poration : 

No, 62—25c per share, paid April 
CGE | URNS PR ee mr SIRES I: $ 

No. 63—25c per share, paid July 
RETIN SG wd eo 5 pA eee 2,250,185.75 

No. 64—25c per share, paid Oct. 

Oe OS 5 bob hcp 8 sale enne ares 2,250,185.75 

No. 65—25c per share, payable 
Jan. 1, 1984. ccvccvcevccvecce 2,250,185.75 

$. 9,000,743.00 

Less Dividends on Reacquired Cap- 

NE BiG ok eves cn gees say 92,730.00 8,908,013.00 


SURPLUS AT DECEMBER 81, 1933...........2+.4.% $ 41,605,829.06 
actocrmeaNRMRORNEE SHES 


to 


,250,185.75 








Nore : Income includes twelve months’ earnings to September 30, 1933, of certain subsidiaries other than United States and Canadian. 
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Again this year during the 
week in which Memorial Day oc- 
curs, the Veterans of Foreign 
Wars will conduct throughout the 
nation their annual sale of Buddy 
Poppies, made by disabled and 
needy ex-service men. 


More than fifteen years have 
elapsed since the Armistice. For 
most of us the war is only a 
memory. But the millions of 
Buddy Poppies that bloom on 





Memorial Day are a reminder that 
there are those, less fortunate, for 
whom the war, and its suffering, 
is not yet over. Each flower calls 
up a picture of a Government 
Hospital where our country’s vet- 
erans are engaged, day after day, 
in making the millions of scarlet 
emblems which will be in readi- 
ness for the annual sale. 


The entire proceeds of the sale 
are devoted to relief work. This 
year that need is urgent due to 
the unemployment conditions, 
when the ranks of those without 
work include so many whose war 
experiences left them handicapped 
for self-support, so many, too, 
who, after years of effort, find 
that ill-health forces them to ask 
for help. 


The sale is significant also to 
the helpless widows and orphans 
of the heroic departed through 
the allotment of a portion of the 
proceeds to the funds for the 
maintenance of the Veterans of 
Foreign Wars National Home for 
Widows and Orphans of Ex-Ser- 
vice Men at Eaton Rapids, Mi- 
chigan. 

The message of each Buddy 
Poppy is simply 


“‘Remember’”’ 
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this point, however, N R A embargoes 
might be rushed into the breach to force 
blades and toothbrushes under a code 
or out. 

The writer’s judgment is that after a 
vast amount of negotiating, during 
which American business will have 
many scares and American agriculture 
many hopeful thrills the final results of 
the reciprocal tariff trading project 
there will be small lasting result of 
either fear or thrill. The devotion to 
high tariffs and the slant toward self- 
containment in the United States is so 
strong that the President will find it 
impossible to make concessions of any 
consequence. On the other hand the 
conception of autarchy as they call it 
in Germany, has so gripped the world 
that he can exact but few worthwhile 
concessions. Any real reciprocity will 
come in the future when the world is 
in an international mood again. No 
American industry of more than minor 
local importance will be hurt, at the 
worst; and the farmers will gain little. 
The best that can be hoped for soon is 
the stopping of the march of self-con- 
tainment in its present tracks. Mr. 
Wallace will have to find some way to 
get the American people to eat more 
and wear more, or else he will have to 
go ahead with his readjustment and 
regimentation scheme. 








Skies Brighten for Railroad 
Equipment Builders 


(Continued from page 619) 








Westinghouse Air Brake are the two 
companies, American Steel Foundries, 
maker of castings and specialty appli- 
ances, and American Brake Shoe & 
Foundry, whose business is brake shoes 
and parts, wheels, track fixtures, steel 
forgings, castings, etc. 

General American Transportation, 
while it is mainly engaged as a carrier, 
builds for itself and outsiders many 
kinds of freight cars, including glass- 
lined specialty cars, cars to resist cor- 
rosion and the like. The company 
whose record of earnings and dividends 
is among the best of the railroad equip- 
ments has received a large share of the 
new freight car business which has de- 
veloped recently. 

Although it is conceivable that a 
larger freight movement and greater 
prosperity for the railroads will result 
first in orders for new locomotives and 
rolling stock, later it must increase the 
demand for the signaling systems and 
other apparatus manufactured by Gen- 
eral Railway Signal and Union Switch 
& Signal, subsidiary of Westinghouse 
Air Brake. In the meantime, these sig- 
nal companies will be beneficiaries of 


miscellaneous business, such as that re- 
sulting from the New York City sub- 
way project. 

Yet, if the outlook for the railroad 
equipments as a whole has improved 
greatly, the stockholder should never 
forget that this is notoriously a “feast 
to a famine” industry. Should this be 
the dawn of the feast period, the stock- 
holder’s share may well be smaller than 
he expects for the reason that the rav- 
ages of the recent famine have to be 
made up and preparation made for the 
one that is coming. At the same time, 
careful appraisal of the individual is- 
sues must be made, for at least a por- 
tion of the expected prosperity has been 
discounted by current market prices. 








As I See It 
(Continued from page 591) 








destined for the relief of the inhabi- 
tants of such agricultural states as 
Idaho, South Dakota and Wyoming 
whose combined taxes totaled less than 
$2,000,000. To what we pay the 
farmer for his crops we must add that 
portion of the taxes which we pay for 
his benefit. 

We pay taxes to government, which 
we have constituted for common good 
and common protection. We do not 
pay them in order that a central author- 
ity may legislate us out of existence and 
turn our industries over to a more fa- 
vored class. No one will gainsay that 
in spite of many weaknesses, practical 
business men are more capable of run- 
ning industry than politicians. There 
is an additional weakness when the 
party in power may have one policy 
one year and another one the next, 
when a new regime takes office. 


The bill to regulate the Stock Ex- 
changes holds threat of much unsound 
political domination. Under the guise 
of much needed correction and elimina’ 
tion of abuses the proposed measure 
contains provisions which places not 
only the Stock Exchange under poli- 
tical control, but private industry, as 
represented by leading corporations 
whose shares are listed, as well. As 
the proposed measure now stands, 
broad powers are accorded to the Fed- 
eral Trade Commission and the Federal 
Reserve Bank. These powers may be 
interpreted in accordance with one set 
of ideas for the balance of this Ad- 
ministration and quite differently in the 
next. It will be remembered that the 
Federal Reserve Act, in its inception, 
envisaged a strict control of credit; but 
there was precious little control exerted 
when it was most needed, at the time 
the speculative boom was reaching its 
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k. Personnel and policies had 
changed markedly in a few years, and 
Federally-controlled supervision dis- 
played no more wisdom than private 
individuals. 

This will always be true. Political 
control, regulation or supervision can- 
not be one whit better than private 
control—if as good. Both are human 
and fallible. But private control has 
the advantage of permanence. It is 
not subject to party whims, of over- 
turns at the polls or of the considera- 
tions to which the politician must give 
weight in order to hold his job. 

We are embarked upon one of the 
most revolutionary programs in the his- 
tory of this nation. We are committed 
to a course, and cannot but hope and 
work for its success. However, it 
should be clearly recognized that under 
the necessity of meeting an emergency 
we have inaugurated many new, un- 
tried and radical measures which would 
be disastrous to the future develop- 
ment of the American way of life if 
made permanent. We should resist their 
permanent application just as we should 
avoid even temporary measures which 
establish dangerous precedents or 
which may have disastrous repercus- 
sions later on, such as called for in the 
governmental program of no profits for 
industry. If labor is insured an income 
that would absorb all business profits 
today, is it conceivable that labor would 
ever be satisfied with less? It is this 
thought which has awakened the coun- 
try to the danger of further extension 
of government control of business. 
This invasion has gone a great way in 
the past year; far enough, it would 
seem, to warrant business trying its 
own battered wings again—and un- 
aided. From now on we need less reg- 
ulation, not more; less politics, more 
statesmanship; less supervision, more 
individual independence. 








Whither France? 
(Continued from page 609) 








individual against the oppression of the 
state should go over to the enemy. 
The world, the democratic world, the 
freedom-loving world, the world which 
is for men rather than for governments, 
needs to hold a democratic frontier in 
Europe. It needs, too, to hold a strong 
frontier. Whatever we may have 
thought of the intransigent attitude of 
Tance toward Germany since the war, 
the need is now imperative not only of 
a liberal France but of a strong France. 
With all her objectionable qualities 
France is infinitely to be preferred to 
Hitlerism. Germany needs liberalism 
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in France as an object lesson and an 
encouragement to her oppressed people, 
and the democratic world needs a 
strong citadel in Europe as a rallying 
point for the reaction which must come 
against Fascism and Nazism if civiliza- 
tion is not to recede into servile bar- 
barism. 








Happening in Washington 
(Continued from page 607) 





i 





Tugwell, who put the skids under Peek 
in the A A A, is said to be strong for 
him as an international trader, but 
skids are now predicted for Tug, him- 
self. President inclines more now to 
“practical” advisers. It’s not a change 
of principle, but of expediency. 


Recovery vs. Reform is the big 
dilemma of the Administration. Presi- 
dent thinks there can be no lasting re- 
covery without economic reconstruc- 
tion but the question is whether na- 
tional patience and resources can stand 
long and slow recovery in team with 
reconstruction. Tendency, therefore 
will be to give business a “shot” every 
time its energies appear to flag under 
reform treatment. Count on passage 
of Intermediate Credit Bank bill. This 
is another way of keeping business mov- 
ing with Government money. Time 
for business men to get some public 
money; when the farmers and C W A 
workers have spent theirs small busi- 
ness men will rush into breach with fat 
rolls of easy money. Don’t take me 
too facetiously. I think the present im- 
passe of business credit can be relieved 
in this way. Bankers are not op- 
posed to the idea. If small business 
men can’t be saved now where will be 
the small banks’ business in the future? 
Jesse Jones, too, may find a way to con- 
nect the little fellow with the R F C. 


Keep your eye on the various 
plans for direct governmental 
financing of residence construc- 
tion—something is going to mate- 
rialize from them. 


Amended Stock Exchange bill 
will go through pretty much as it is, 
but something will be done to offset its 
psychological effect—perhaps securities 
act will be amended. Stimulant of 
some sort will be administered from 
Washington to overcome this depress- 
ant. President is believed to be lean- 
ing more to the theory that plenty of 
formal money as distinguished from 
bank deposit money is a real need. 
Trouble is to get it into circulation— 
seems to be no way except for Govern- 








“IT’S TOASTED” 


Luckies are 
ALL-WAYS kind 
to your throat 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, Ma e of Wall Street, 
90 Broad Street, New ork, N. Y. 





‘‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service, conducted by 
The Magazine of Wall Street, definitely 
counsels subscribers what securities to 
buy or sell short and when to close out 
or cover. (783) 


‘“TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A a together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) ; 

ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 

‘“‘HOW TO PROTECT YOUR CAPITAL 

AND ACCELERATE ITS GROWTH— 

THROUGH TRADING’’ 

Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
Service, sent upon request. (936) 

MARGIN REQUIREMENTS, COMMIS- 

SION CHARGES 
Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 

UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 

TRADING PROFITS IN LOW PRICED 

STOCKS 


A timely book just published. Clear and 
complete. Presents analysis of inter- 
mediate trend trading in low priced 
stocks. Descriptive literature upon re- 
quest. (957) 
INVESTMENT INFORMATION 
A well known Stock Exchange firm will 
be glad to receive inquiries pertaining to 
investment matters. (959) 
PRINCIPLES OF SUCCESSFUL TRADING 
Profitable methods used by successful 
traders fully explained. Descriptive fol- 
der sent free. (974) . 
STOCK QUOTATION RECORD 
Statistical data on all stocks dealt in on 
New York Stock Exchange. Write for 
copy on business letterhead. (€75) 
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New York Curb Exchange 


IMPORTANT ISSUES 


Quotations as of Recent Date 


1934 


Price Range 
———_-——.. Recent 
High Low Price 
8534 +65 67 

20% 16% 18% 


Name and Dividend 


Amer. Cyanamid B (.26).... 
Amer, Gas & Elec. (1)...... 38% 18% 25% 
Amer. Lt. & Tr. (1.60) 19% 103% 14% 
Amer. Superpower 4% 24 3% 
Assoc. Gas Elec. “A”....... 234 17/16 1% 
15% 104% 12% 
Canadian Indus. Alco. “A”... 203%; 14% 16 
Cities Service.............. 4% 1% 3 
Cities Service Pfd.......... 26% 114% 18% 
Cleveland Elec. Illum. (2)... 3044 25 28 
Colum. G. & E. cv. Pfd. (5). 103 68 9334 
Commonwealth Edison (4).. 614% 34% 64% 
Consol. Gas Balt. (3.60)... .. 53 60 
Cord Corp. (.26) 5% 63 
Creole Petroleum 11 
Distillers Cp. Seag. 18% 
Elec. Bond & Share % 1734 
Elec. Bond & Share Pfd. (6). 61 
6% 
Ford Motor of Can. “A”’.... 22% 
Ford Motor, Ltd............ 1% 


ment to lend or spend it—which has 
a dangerous sound. Non-interest bear- 
ing baby bonds might do the trick with- 
out the bad noise, and silver inflation 
might seem more substantial than green- 


backs. 


Financing of Intermediate Credit 
Banks out of the fiat-made gold re- 
valuation profit may be the opening 
wedge for some more government 
manufactured money, as distin- 
guished from government certifi- 
cated money. 








Profit Opportunities in Low- 
Priced Rails 


(Continued from page 615) 
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force, must be that of the nation as a 
whole. 

With general business improvement 
setting the pace, revenues of Canadian 
Pacific registered consistent gains in 
the closing months of\last year and en- 
abled the road to offset partially the 
low level of traffic in the earlier months 
and the adversities resulting from the 
almost complete failure of the wheat 
crop in the territory which it serves. 
Gross revenues last year, according to 


640 


1934 
Price Range 
Recent 
Name and Dividend High Low Price 
9814 


RON TIO 5 i555 sas ks oh 64144 +89 
Glen Alden Coal 2034 10% 17% 

Great A. & P. Tea N.-V. (7).. 150 122 134 
Gulf Oil of Pa 76% S884 654 
1234 834 11% 

4344 38% 42 
144% 125% 18% 
Inter. Petrol. (1.12) 23% 19% 21% 
Lake Shore Mines (2) 604% 41% 60% 
Niagara Hudson Pwr. (1)... 934 4% 6% 
68 57 6354 
51 35 39% 
5% 2% 3% 

Standard Oil of Ind. (1)..... 3234 26% 27 
Swift & Co. (.60)........... 19 18% 16% 
Swift Int’l (@).............. 3034 2834 273% 

United Founders 1% 11/16 1 


United Gas Corp 334 1% 3% 
United Lt. & Pwr.A........ 653% 2% 35% 
United Shoe Mach. (5) 67 5734 = 60 
Walker Hiram H.W........ 57% 48 46 


Imperial Oil (.60) 


preliminary reports, totalled $114,270,- 
000, a decline of something less than 
$10,000,000 from the 1932 figures. 
The drop in gross, however, was en- 
tirely offset by lower operating costs, 
aided by wage reductions and train- 
pooling arrangements with the Can- 
adian National system. As a conse- 
quence, net operating income of $20,- 
862,000 was slightly in excess of that 
for 1932. Important contributions to 
the earnings of Canadian Pacific are 
made by the various activities of the 
company outside of railroad operation 
but in the absence of official reports, 
the item “other income” for last year 
cannot be stated. It is probable, how- 
ever, that the coverage for fixed charges 
was somewhat larger than the 1.01 
times for 1932. 

Financially, the position of Canadian 
Pacific is satisfactory and at the same 
time somewhat unusual. Last year, the 
company borrowed $60,000,000 from 
various Canadian banks which pro- 
vided for all 1934 maturities and other 
current obligations. This loan was 
guaranteed by the Canadian Govern- 
ment. The; remarks of Premier Ben- 
nett made in connection with this loan 
would seem of special significance. 
“Failure of the Canadian Pacific to pay 
and discharge its obligations and in- 
debtedness at maturity,” said the 
Premier, “would create a situation in- 
jurious to the credit and financial posi- 


tion of the Dominion.” Not only do 
these remarks emphasize the national 
importance of Canadian Pacific but 
would seem to assure continued Gov- 
ernmental support, if necessary. It is 
almost needless to add that the credit 
standing of Canada among nations of 
the world is very high. 

The 17,000 miles of railway oper- 
ated by the Canadian Pacific crosses 
the Dominion from coast to coast and 
extends into the United States by way 
of the controlled “Soo Line.” In ad- 
dition a fleet of ocean steamships is op- 
erated between four continents; the 
company operates hotels; owns exten- 
sive urban and farm real estate; and 
conducts grain elevators, express, tele- 
graph and news services. The invest- 
ment of the road in Consolidated Min- 
ing & Smelting Co., has a value of more 
than $50,000,000 at prevailing market 
quotations. All of which indicates 
that the company is an important ar- 
tery in the life of the Dominion of 
Canada. 

Earnings applicable to the 13,400,000 
shares of capital stock were doubtless 
but little more than nominal last year, 
as against a deficit of 39 cents a share 
in 1932. In 1931 and 1930, however, 
earnings were equal to 63 cents and 
$2.49 per share respectively. Rev 
enues in the current year continue to 
show impressive gains, more so in fact 
than those of the American carriers as 
a whole and, given a normal wheat 
crop, the road would be in a position 
to strengthen substantially the equity 
for its shares. While conceding that 
the shares have shown a good percent: 
age of recovery recently, judged by a 
reasonable standard of longer term 
probabilities, current quotations can 
hardly be said to have exhausted the 
speculative possibilities. 








Things to Think About 


(Continued from page 601) 








state of general business. It is gratify- 
ing, therefore, that Detroit and other 
automotive centers have been humming 
with activity in recent weeks and that, 
barring strike threats, the present indi- 
cations point to continued activity for 
many weeks to come. A much more 
accurate index of business, however, 1s 
supplied by the production and sale of 
commercial cars. When business buys 
trucks for use in business, then business 
undeniably must be good. For March 
commercial car production has run only 
some 20 per cent under the average 
level of 1929. Commercial car regis 
trations in February were the highest 
in three years. 
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Whether you choose The Biltmore or The Commodore, two of New York's 
finest, and certainly the two most convenient, you will be living in the very 
heart of New York. Your train brings you to within a few steps of your 
room...no taxi...no time lost in traffic ... and you're only minutes 
away from smart shops, offices, theatres . .. Express subway at 
the door. Enjoy this ultra-convenience together with Bowman- 

Biltmore service and comfort—at these moderate rates. 


: THE BILTMORE.“ B O WMAN-BILT M ee RE THE COMMODORE 


Sj ble Reka Siam $4. Single Rooms from $3. 


Saeaapemme HOTELS CORPORATION Jameamanene 


r, Bedroom and Bath) 
DAVID 8B. MULLIGAN, PRESTOENT 
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FIGHTING CANCER TODAY 


DIAGNOSIS AND TREATMENT .... . First, early diagnosis by 
the family doctor. Second, confirmation by the laboratory and cancer specialist. 
Finally, proper therapeutic treatment. 


The alert family doctor is the key man in the war against cancer. 


INFORMATION .... To the Public—through medical and public health 


societies, such as the American Society for the Control of Cancer, by means of 
free pamphlets, advice and information in answer to requests. To the Medical 
Profession—through medical and public health societies, and through scientific 
and medical journals which keep the doctor in touch with new developments in 


cancer therapy. 


RESEARCH .... . Intensive and continual study of the causes and cure of 


cancer, and of methods for its control. 
b) ¢ ~©) 
& & € 
THE NEW YORK CITY CANCER COMMITTEE—serving Greater New York—is a subsidiary of 


the American Society for the Control of Cancer. It is entirely dependent on voluntary 


contributions from the public for support. It serves you by supplying information about: 


DANGER SIGNALS OF CANCER e PROPER METHODS OF TREATMENT 
HOSPITALS AND CLINICS WHERE TREATMENT CAN BE OBTAINED 


For literature and further information write or telephone to: 


NEW YORK CITY CANCER COMMITTEE 


$4 EASTi 7§TrH STREET - NEW YORK ..Telephone: RHinelander 4-0435) 


If a resident outside Greater New York write: AMERICAN SOCIETY FOR THE CONTROL OF CANCER - NEW YORK 
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